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MARKET AWAKENING OFFERS 
‘OPPORTUNITIES TO INVESTORS 


Intermediate market movements of the extent and breadth of that . 
we have recently witnessed offer investors advantageous opportuni- 
ties for eliminating the undesirable holdings from their portfolios. 
An extended rally invariably carries many unsatisfactory stocks to 
unwarranted high levels—but they are usually soon again adjusted 
to their actual values. Investors, by taking advantage of such 
opportunities, are able to strengthen their investment positions and 
establish cash reserves with which to acquire sound stocks during 


subsequent periods of weakness. 


As a client of the Investment Management Service your portfolio 
will be under our daily surveillance and we will keep you continu- 
ously advised as to just when and what action is necessary for the 
safe and profitable administration of your holdings. Our service 
will be built to your individual specifications and we will always 
take the initiative in counseling you — you should never be handi- 


capped with having to ask what to do. 


If you will acquaint us with the securities you now hold, as well as 
your particular requirements and the amount of capital available 
for additional investment, we shall be glad to make a preliminary 
study. Then we will explain how the service can fit in with your 
program, indicate the general policies we will follow in serving 
you, and quote you our fee. Of course, the information you submit 
will be held in absolute confidence and there will be no cost or 
obligation involved in this preliminary work. However, it may 
represent the first step in the more effective administration of your 


account. 
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To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your dividend 
fotices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
lications your next divi- 
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Important! Have a Care With 
Your Stop Orders 


A‘ old saying has it that:-—“The 


wise trader stops his losses 

short and lets his profits run.” 
Frequently the device by which this 
principle is practiced is by means of 
the stop order. Through its use losses 
may be arbitrarily limited to a certain 
number of points, or a large part of 
the profits protected by moving the 
stop up as the price advances. For 
most traders if a stop is to be most ef- 
fective and automatic in its operation 
it must be given to the broker; but it 
is also practicable, and frequently more 
desirable, if one is in a position to fol- 
low the course of prices fairly closely, 
to use a mental stop; that is to de- 
termine a selling price below which a 
stock will not be carried and when this 
point is reached, place the order with 
the broker as an ordinary sale. The 
mental stop naturally affords more flex- 
ibility in trading and has the protec- 
tion of a privacy which cannot be ac- 
corded in full degree to the regularly 
filed stop order. 

Many traders object to placing stop 
orders with the specialist; partly be- 
cause this leaves no last-minute oppor- 
tunity to change one’s mind, should 


circumstances so dictate; and partly be- 
cause floor traders and other profes- 
sionals have a trick of engineering 
drives designed to catch stops. There 
is nothing personal or specific in such 
maneuvers. As a matter of fact the 
Stock Exchange is severe in its dis 
cipline of members who derive per- 
sonal profit from definite knowledge 
of orders upon the books of a specialist. 

Professionals base their drives not 
upon specific knowledge of individual 
stop orders, but upon a general knowl- 
edge that at any given time a certain 
number of such orders are undoubtedly 
upon the books of specialists. This 
condition is very likely to prevail after 
such an extensive advance as the mar- 
ket has recently had, many traders 
seeking to protect their profits with 
stops. When the technical position 
becomes weak, the highest stop orders 
are “touched off” at the market and 
as each such selling order is executed it 
applies pressure to the next lowest 
down until the price structure in an 
individual stock may for a time topple 
like a row of dominoes. 

The danger involved in stop orders 
is not now as great as it formerly was, 


for the Exchange has imposed rigid 
restrictions upon bear raiding, for- 
bidding the offering of short stock at 
prices below the last transaction. 
Despite this restriction, however, there 
is no assurance that a stop order will 
be executed at the customer’s price 
limit. The stop order becomes a mar- 
ket order the moment its price is 
reached and the best price that can 
be had on such an order is the high- 
est bid that happens to be in the mar- 
ket at the time. 

The stop order is a useful protection 
for odd lot traders, for their orders 
are always executed at an eighth or a 
quarter point away from the first full 
lot sale ator beyond the stop price. 
Aside from odd lot traders, any trader 
who is not in close touch with the mar- 
ket may find the stop order a neces- 
sary, although by no means ideal, pro- 
tection. It is not particularly danger- 
ous in stocks which have active, and 
therefore narrow, markets. In more 
volatile issues it is a quite ineffective 
protection. For all full lot traders who 
keep in reasonably close touch with the 
market, a mental stop is infinitely pre- 
ferable to an actual order. 








In the Next Issue 


Gambling on Business Recovery Through Replacement Demand 


By Joun D. C. WeELpon 


—Is Commodity Price Rise Due to Hedging by Manufacturers? 
—Will Replacement Demand Be Sufficient to Be Profitable? 
—Will Slow Collections and Resultant Lack of Credit Check a Buying 


Orgy? 


After Three Years of Depression What Is the Position 


of These Companies? 


—What are their earnings? 
—What do their financial statements show? 
—wWhat are their future prospects? 


No alert investor can afford to miss. this valuable feature at this critical time in the market. 
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CONTINUOUSLY HELPFUL 
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possibilities. 
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See coupon for special combination offer. 





Every investor needs the guidance of this rating book—profits depend on 
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Brief Statistical Reviews and Expert Ratings of Over 
1600 Listed Securities—Alphabetically Arranged. 


UR monthly ApyustaBLeE Stock RATINGs are of 
inestimable help to all subscribers to THE Maga- 
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rich 
[The Trend of Events 
ofl 
= : : debts are transferred from the shoulders of the tax- 
Prosp sila by Cancellation payers of allied coe to those of the United States 
. the leash that holds back prosperity will be cut. That 
—An Encouraging Bond Trend is to say that release oe vache is constructive in 
’ Europe and increase of debt constructive in America. 
—Leave it Alone! Lt ies tee. 
. Germany is already virtually freed from the repara- 
—We Are Still Young tions burden and confronts us in competitive ui 
trade almost untrammelled by national debt. Can- 
—The Mar ket Pr ospect cellation would measurably lighten the weights Britain 
and France would carry. On the other hand, the 
United States would be doubly handicapped by the 
PROSPERITY BY ENATOR BORAH hasen- carrying of the burden that was on the shoulders of 
CANCELLATION listed under the banner of its competitors. Is this a sure way for the recapture 
cancellation of our govern- _ of prosperity by the United States? 
mental war loans. He thereby makes an ominous If so, why not go further and wipe out the private 
contribution to the ammunition of the insidious propa- debts of the world to the private creditors of the 
ganda, manufactured in Europe and refined for United Statcs. If the forgiving of 9 billion dollars of 
American consumption by our internationalists, that | debt makes for prosperity, why not fill the horn of 
the way to prosperity for the world (the United plenty to overflowing, and charge off the 16 billion 
States is incidentally included) is for the American dollars of private debts? The answer is that while 
mn people to add some 9 billion dollars to their debts. the nine may be extracted painlessly from 125,000,000 
1 In foreign eyes, as chairman of the Senate Com- people, if they are anesthetized by the internationalis- 
: mittee on Foreign Affairs, the brilliant senator is the tic propaganda that is being fed to them, the 16 would 
: real American foreign minister. His dictum immensely come out of the pockets of a few thousands who know 
‘ stiffens Europe’s settled determination to escape pay- where they are going. The millions may be cajoled 
' ment. Borah rests his case on the appealing but spe- _into acquiescence, but the thousands will lift the vault 
es cious argument that cancellation is a relatively cheap of high heaven with their cries of repudiation, the 
e price to pay, in some nebulous but mainly emotional sacredness of debts and the inviolability of contracts— 
' way, for a renewal of prosperity. The world rings meaning their contracts. The intellectual insincerity 
: with the changes on this plea, but the proof is lacking. of the cancellationists would be dramatically revealed 
‘ Stripped of adornment, the thesis is that if the war if it were proposed that the simplest and best way to 
' 
i 
: aie BUSINESS, FINANCIAL axd INVESTMENT COUNSELORS 
at To 1907-“Over Twenty~Four- Years of Sewice”—1932 
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effect cancellation would be for them to return 9 
billion dollars of cancelled bonds to the U. S. Treasury. 
Such a suggestion would be furiously denounced as 
expropriation of private property. Is it any the less 
expropriation to take that amount from the flat pocket- 
books of the taxpayers? 

But after all, where is the proof that the war debts 
are a strait jacket on world prosperity? Will two or 
three hundred millions of dollars, more or less, in the 
combined budgets of England and France make or 
break them? These annual payments are but 3 per 
cent of their budgets. The cancellationists point, as 
a clincher, to the difficulties of transfer of such sums 
from the currencies of the debtors to oucs. What will 
Europe use for money? She will get it in the future, 
as she has in the past, from the wallets of American 
tourists in return for musty scenery and exotic atmos- 
phere, from the inevitable restoration of American 
foreign lending, and from the not distant reversal of 
the balance of American foreign trade. Payment will 
be merely a matter of ledger entries. 

The Allies are able to pay, the mechanism of transfer 
will be provided. There is neither theoretical justifi- 
cation of cancellation nor practical impediment to pay- 
ment. 


—, 


HILE advance in the 
stock market tends 
to monopolize pub- 

lic attention, a more solid foundation for confidence is 
offered by persistent advance in bonds. There is 
nothing sudden about it. The recovery is gradual and 
impressively persistent. It has been in progress, with 
only the slightest interruptions for more than two 
months. In this fact and in the scope of the gain—a 
gain which has made up fully 75 per cent of the year’s 
decline—there is room for genuine encouragement. 
It is traditional for bonds to lead the way to general 
revival. There is much reason to hope that this is 
what the market is now doing. Improvement has 
already opened an opportunity for long-delayed new 
financing. Thus far it is confined largely to mortgage 
bonds of operating utilities. Such issues have met 
with excellent investment reception, bringing at least 
measurably nearer the time when other types of needed 
financing can be accomplished. 


AN ENCOURAGING 
BOND TREND 


——,, 
LEAVE IT OW comes a well meant plan to 
ALONE! stimulate the domestic price of 


cotton and other commodities by 
creating a pool of cheap money to buy it. No doubt 
American mills will buy cotton freely if somebody 
will donate the cash. No doubt, either, that such 
buying would elevate prices, temporarily at any rate. 
But that would be doing what the Farm Board has 
tried and abandoned. There are plenty of fields for 
financial adventure that have not yet been reconnoitred 
by experieace without duplicating the experiment of 
the Farm Board. Cotton is now enjoying an amazing 
volume of export because it is cheap. Raise the price 


and the foreign demand will fall off. So long as we 
export a third of all the cotton we produce the foreign 
market is the logical appraiser of price, for the 
economic price is then the world price. Any artificial 
interference with this price mechanism will have a 
disastrous kick-back. Just now the greatest good that 
can come to American cotton is a maximum volume of 
export. So long as we respond to world prices the 
good work will go on. The moment we start to create 
higher prices at home we shall begin to undo the good 
work. When wheat rises above the Liverpool price as 
it has recently, the prospects of foreign sales are 
thereby reduced. The principle applies to all com- 
modities of which we have large surpluses for export. 
To work against it is to oppose the inevitable. We 
can sell our surpluses at world prices or we can keep 
them at higher domestic prices. 


—, 
WE ARE T was not so long ago that every- 
STILL YOUNG one in the country was in the 


depths of despair. The depres- 
sion was intensifying. Our problems were all un- 
solved. Recovery would take years. Today confidence 
reigns supreme. Everyone is hopeful of the future. 
Things are going to be all right after all. Americans 
are supremely volatile. Above all other civilized 
nations, they live in and for the present. This is a 
characteristic of youth. The ticker repudiates the smug 
European conclusion that we are fast reaching ma- 
turity, the age of carpet slippers. It proclaims in- 
controvertibly that we still are young, buoyant and 
ardently hopeful. 

Differing from most of his critical countrymen, a 
member of the British parliament recently wrote in an 
English magazine that there was every justification for 
a return of characteristic American optimism. This 
country, he said, had not lost a single item of the ele- 
ments of its wealth in all these bitter years. The 
abundant natural resources are here, all the machinery 
of production and conversion of wealth remains; con- 
suming power has been increased: by abstention, and 
the growth of population has stretched its boundaries. 
We have the same high degree of average intelligence, 
ambition burns brightly in every youthful breast and 
is confident of opportunity. Whether now or later 
we shall throw off the shackles of ‘reverses—perhaps 
with amazing swiftness—and rush on to greater 
achievements than ever. We can if we think we can. 
Our hopeful psychology is an essential part of recovery. 
It is a factor to be given as much weight in our 
appraisals as any fundamental. It is men who create 
economic situations and men can control them when 
they have faith and confidence in their ability to do so. 


=~ 


THE MARKET UR most recent investment 
PROSPECT * advice will be found in the 
discussion of the prospec: 
tive trend of the market on page 488. The counsel 
embodied in this feature should be considered in con: 
nection with all investment suggestions elsewhere in 
this issue. Monday, August 15, 1932. 
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As [ SCC [ Fr 3s By Charles Benedict 


Ten Million Units of Buying Power 


O far, billions of dollars have been devoted to save the 
banks, to salvage our industrial institutions, to raise 
the prices of commodities and to change the psychology 

of defeatism to one of hope and faith. 

At the moment, the measures adopted have produced a 
rising stock market and a better psychology. But business 
lags. While the tremendous resources of this great nation 
are being used to combat the decline, little or nothing is 
being done to create markets for the production which is 
being encouraged. 

The success of the whole plan hangs on the wide utiliza- 
tion of this current period to re-create markets and con- 
sumers for our goods. We must rebuild our home markets 
which, even in decline, are the envy of the world. 
Ninety per cent of our production in normal times is con- 
sumed within our own borders. This is not true of any 
other nation in the world. While other countries must 
turn their thoughts to the development of foreign markets 
we can actively devote ourselves to the rehabilitation of 
domestic consumption. 

It is unemployment and fear of unemployment—fear of 
losing the job this week, next month or within the next 
several months—that has cut into our home markets and 
purchasing power. 

Today, 10 million people, or 20 per cent of those profit- 
ably employed in normal times, and representing 10 million 
units of buying power, are without independent means of 
support. 

There is only one cure for unemployment. It is em- 
ployment. For months a plan of a seven-hour day and a 
five-day week has been advocated. Organized labor has 
produced statistics to prove that such a thirty-five hour 
week would afford employment for all those now idle, even 
on today’s level of business. This publication discussed 
the significance of this situation and urged 


The shorter working week does not involve any addi- 
tional expense. It does not involve the creation of artificial 
labor or new work—but the spreading of the currently 
available work. It means that everybody may work fewer 
hours, and until business returns to normal, probably make 
less money. But everybody will work, and the 10 million 
units of buying power now out of work and affecting the 
purchases of about 25 or 30 million people would be re- 
stored on a smaller scale. Their necessary purchases and 
the additional buying power would in itself accelerate the 
recovery of business and give us a level from which to rise 
under the stimulus of an improved psychology based on a 
sound fundamental fact instead of hope alone. It will 
have to be done eventually. Why not now? ' 

Due both to the expansion of the war era and the last 
boom and to a great technical progress, it is quite likely 
that we have attained a condition of permanent over- 
production, actual or potential. The effect of this pro- 
tracted depression is to. accentuate technological unemploy- 
ment. Under the stress of hard times every business has 
learned lessons in efficiency and economy. Industry has 
made further progress in reducing the human element in- 
volved in production. If necessity dictated, we could even 
achieve the production level of 1929 without re-employing 
all of the 10 million persons now out of work on full time. 
It is obvious that a new basis of employment must be 
sought. 

It is for that reason that the unemployment problem 
looms as one of the most pressing in the business outlook. 
No substantial recovery from the depression nor any last- 
ing revival of business profits is conceivable unless we attain 
a broad distribution of wealth. In any general and endur- 
ing prosperity a great majority of the people must be 
participants, and they must participate not only in secur- 
ing the essentials of life, but under the 





adoption of the shorter hour week as far 
back as last February. The suggestion was 
approved by various economic authorities 
and busness leaders. President Hoover has 
recognized the validity of this principle of 
spreading the work in his recent advocacy 
of the five-day week for both industry and 
government. It has been adopted by such 
industrial corporations as Goodyear Tire, 
National Cash Register, among others. But 
it has been slow in general adoption. The 
Department of Labor alone has made it 
literally effective in the Federal Govern- 
ment, other departments resorting to thirty- 
day furloughs without pay. Some indus- 
trial concerns have resorted to similar ex- 
pedients; but shallow half-way measures 
will not suffice and the sooner the problem 
of adapting operations to a shorter working 
week, involving larger employment, the 
more rapidly business generally will re- 
cuperate. 








standards which have grown up in this 
country, must also be purchasers of some 
of its luxuries. Such buying has been the 
basis of the active periods of business which 
have prevailed in the past. As times im- 
prove more leisure will result and this type 
of demand will be stimulated. 

Those employers who combat the shorter 
working week for fear that it will become 
a permanent institution, are not thinking 
very far ahead, nor very far back for that 
matter, for it is within very recent times that 
the twelve-hour day has given way to the 
eight-hour day in the steel industry and 
many others. The “eight” must soon give 
way to the seven- or the six-hour day or 
the shorter week. It is admitted that as 
business activity gains and labor becomes 
less abundant that this trend toward the 
shorter week may involve a larger payroll. 
But, it is also to be expected that the next 

(Please turn to page 528) 
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Is the Market Turn Real? 


Substantial Reactions Will Offer 
Speculative Opportunity for Fall Profit 


By A. T. Mitier 








HE current stock market 

is a politico-financial ab- 

normality, not to be ex- 
plained in ordinary terms. 
Whatever may be expected of 
business this autumn, it remains 
thus far on an unbroken level 
of depression. Such improve- 
ment as has come about lies very 
largely in the field of sentiment. 
Corporate earnings, which are 
normally supposed to have some 
relation to stock prices, are ex- 
tremely low and there is no 
reason to believe that a magical 
restoration of satisfactory 
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Union Pacific 
Northern Pacific 
Consolidated Gas 
American Telephone 
North American 
United Corporation 


To Buy on Reactions 


Suggested speculations for autumn profits 





Standard Oil 


The market is apparently 
under excellent control. Some 
weeks hence definite and sub 
stantial business gains will be 
required to support it, but 
meanwhile the danger of major 
relapse appears small. On the 
evidence available it is possible 
to count upon at least a de 
termined and powerful manipu- 
lative effort to put it still higher 
between now and the national 
election, even though the pro- 
gram will probably necessitate 
a corrective reaction of greater 
or lesser extent somewhere 


American Can 
Westinghouse 
Liggett & Myers 
Air Reduction 
Atlantic Refining 
National Biscuit 
Coca-Cola 
of New Jersey 








profits lies just around the 
corner. Yet prices of many 
stocks, including some totally lacking in current earning 
power, have doubled in little more than a month. 

Under the circumstances, it is not surprising that those 
observers who survey the economic scene with normal con- 
servatism have been “wrong” on the recent market rally. 
In the long run, of course, the fundamental realities will 
clearly assert themselves—for good or ill. As a practical 
speculative matter, however, it has been plainly demonstra- 
ted that our underlying economic problems can for an 
indefinite time be put out of mind and that the stock 
market can be put up. It is even conceivable that the 
present artificial program of stimulation can bear genuine 
fruit—that the spark of confidence, however implanted, 
can start business revival. 

Such an assumption can not possibly be divorced from 
a considerable degree of hazard for the long-term investor. 
It would be in no sense surprising if fundamental business 
difficulties reasserted themselves in unmistakable fashion 
after the national election or, perhaps, next year. In any 
event, the investor who awaits assurance of a significant 
reversal in the trend of business earnings has no reason to 
be stampeded into purchase of securities under present un- 
certain conditions. Whether the market recovery prove 
real or false, normal experience indicates that the ten- 
dency of speculation to run far in advance of business 
gains will sooner or later produce secondary reaction on 
which both individual values and the industrial outlook 
can be more accurately examined. 

From a short-term point of view, however, regardless of 
the precise forces behind market rally, there is no mis- 
taking their tremendous power. The proof of the market's 
ability to advance is overwhelming. There is no reason 
for speculators or for investors who are willing and capable 
of taking a strictly short-term position to ignore its practi- 
cal possibilities. 
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along the line. 

On that prospect this pub- 
lication calls attention to specific short-term opportunities 
in a group of leading stocks, a list of which accompanies 
this article. Purchases should be made only upon reaction, 
after abatement of the recent public enthusiasm. Such re- 
action, now apparently begun, conceivably could cancel 
one-third to one-half of recent gains but it need hardly 
be said that both because of the erratic nature of in- 
termediate movements and the time element affecting the 
publication of this magazine, the timing of short-term 
purchases will necessarily have to be left to the discretion 
of the individual. It may be added that all short-term 
purchases made in the current ‘market may quite likely 
require reconsideration later in the year, in the light of 
developing events in business. The next six weeks may tell 
the story. 

The advance which we have seen in recent weeks in- 
volves a large element of manipulation, applied in a decid- 
edly appropriate technical and seasonal setting. It is clear in 
retrospect that the market had been much over-sold in the 
drastic decline from March through June. Speculative 
accounts had been almost completely liquidated. The ex: 
treme low level of prices tended to oppose a check upon 
other liquidation. In this situation it gradually dawned 
upon the financial community that fear had been carried 
to excess, that political uncertainties had been at least 
temporarily ended with the adjournment of Congress, that 
European tension had been somewhat relaxed and that de’ 
tached European investors were heavy buyers of our se 
curities, that the foreign drain upon our gold had been 
reversed and, finally, that most bonds and some stocks were 
cheap. 

In this set of circumstances there was cause for sub 
stantial technical, seasonal and psychological rally. Left 
to itself, it no doubt would have been moderate and grad- 
ual. The opportunity was seized upon, however, for as 
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powerful and skillful a bullish manipulation as Wall Street 
has ever seen. Then came the major surprise. The move- 
ment took hold upon the public imagination in a manner 
which unquestionably amazed even its sponsors. The evi- 
dence of success attracted group after group of previously 
skeptical professionals, their successive pool endeavors con- 
tributing to the general momentum. 

In calling it a manipulated rally, the word “manipula- 
tion” should be interpreted in its broadest sense. It would 
be absurd to regard the bull campaign as resting upon the 
ambitions and abilities of professional traders alone. After 
such a rally as we have had, these gentlemen ordinarily 
would be glad to distribute stock and, surveying the tangible 
business records, possibly would gravitate to the short side 
again. But this is not the situation. They are taking 
their cue from powers higher up. 

They have the backing and the co-operation, open or 
tacit, of the United States Government—through the 
Hoover Administration, the Reconsruction Finance Corpo- 
ration and the Federal Reserve Board—and of powerful 
banking interests. 

There is a concerted “confidence campaign.” It centers 
at Washington. It can not be humanly possible that it is 
entirely divorced from political considerations. The out- 
standing reality in it is that the Reconstruction Finance 
Corporation, availing itself of the increased powers granted 
to it recently by Congress, has turned from essentially de- 
fensive to definitely aggressive policies in fighting depres- 
sion. It no longer merely seeks to save banks, railroads and 
insurance companies. It is attempting to force a stimula- 
tion of business by direct expansion of the public credit. 

The precise plans are strangely vague. There is a ten- 
tative effort to induce the railroads to borrow money for 
equipment and maintenance. 


” 





ted by a sudden expansion in the money supply. At a 
time when the currency base is being augmented by the 
return of gold, the rapid appearance of the billion and a 
half in hoarding, plus an equal amount not literally hoarded 
but certainly withheld from normal circulation, could flood 
the banks with funds, loosen credit stringency and bring 
about a faster advance in prices than anything which we 
have witnessed. Of course such a development might be 
checked by prompt action of the Federal Reserve in selling 
bonds and withdrawing currency, but the potentialities of 
inflation have no doubt been effective even in the present 
rise in both securities and commodities. 

The public has no very clear understanding of inflation. 
A large section of it probably takes the Administration 
point of view that there is good inflation and bad inflation. 
It is being heavily and successfully “sold” on the idea that 
the type of inflation upon which we are embarked is de- 
sirable and, in any event, inevitable. The word inflation 
is not popular. Hence, the effort in some quarters to soften 
it by use of the term “reflation.” Naturally, Washington 
does not emphasize “inflation.” Nevertheless, it desiree 
the public to expect inflation. That is what is happening 

The fear of financial loss, accordingly, has substantially 
vanished, to be replaced by the normal human desire to 
make money. The average buyer of stocks probably is not 
consciously thinking of “inflation.” He is thinking: “Things 
are picking up. The turn has cgme. Stocks are going 
higher.” 

Whatever the last quarter of the year may hold in dis- 
appointing reality and whatever of artificiality there may 
be in the current movement, it is well to realize that the 
tremendous recovery already accomplished in security 
prices must necessarily have an economic significance, even 
though its precise degree may 
be impossible to measure. 





There is talk of a commod- 
ities pool which will encourage 
manufacturers and merchants 
in the at least doubtful 
scheme of stocking up on pre- 
sumably low-priced goods. 
There is a yet indefinite plan 
to have private interests take 
over the Farm Board’s hold- 
ings of cotton. There is tacit 
encouragement of private 
speculation in wheat, even 
though speculative advance in 
it carry it above world prices 
and, thus, curtail exports of a 
surplus which can not be con- 
sumed at home. 

For months it has been ev- 
ident that all effort at 
Washington centered on the 
purpose of provoking a busi- 
ness inflation—not through 
outright currency inflation, 
but through a limited expan- 
sion of the currency upon its 
present gold base, plus an 
orthodox credit inflation. The 
Reserve Board established the 
groundwork for the latter 
months ago with heavy pur- 
chases of Government bonds. The results, disappointing for 
a time, may now bear fruit through the more direct action 
of the Reconstruction Finance Corporation and the banks 
conceivably may at last be swept along in the program if 
they see it taking hold in a business way, as it has already 
In securities. Such a movement might be greatly accelera- 
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Advance in stocks and bonds 
has added many billions of 
dollars to the value of securi- 
ties. In years gone by this 
would have bettered the po- 
sition of a small minority of 
the American people, but 
never has there been a time 
when so many individuals 
owned securities. 

Many leading corporations 
have double and triple the 
number of stockholders regis- 
tered in 1929. For these 
millions of individuals the 
doubling of stock prices means 
a very substantial increase in 
actual resources and a still 
greater gain in confidence. 
The effect unquestionably is a 
loosening up of attitude, a 
relaxation of the urge to 
economize. It could scarcely 
fail to have some influence in 
restoring the spirit of enter- 
prise to general business. 
Therein lies the greatest hope 
—perhaps the only hope— 
of the present campaign. The 
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outcome is in the lap of the gods. 


At this season little is expected of business. The ab- 


sence of significant and basic revival for the present, 
therefore, is not an insuperable obstacle to the stock market. 
All emphasis is upon the autumn prospect. 


It is to be 
(Please turn to page 527) 
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q Confidence Returns 


q Prices Rise 


q Is Improvement Genuine? 


Weighing the Prospects of 


Autumn Recovery 


By Joun D. C. WeEtpon 


GENERAL spirit of optimism is re-asserting itself 

throughout this country, replacing the all-pervading 

fear which gripped the public only a few weeks ago. 
It is a leap from despair to hope such as only the tempera- 
ment of the American people is capable of. The tangible 
evidence upon which it rests is, thus far, slight. The 
propaganda, speculative exaggeration and political ballyhco 
which accompany it are tremendous. 

The movement plainly has some wholly abnormal and 
artificial aspects, notably its political implications and its 
relationship to unprecedented efforts on the part of the 
Federal Government to inflate business. It also has, how- 
ever, at least a partial foundation of reality. Where reality 
leaves off and fancy begins is now uncommonly difficult 
for the average person to determine. 

The paramount questions are: Is the improvement genuine? 
Will it usher in the start of permanent revival this autumn? 


A Frank Appraisal 


At a time when hope is riding high, frank analysis of 
the ascertainable realities is more than ever justified. There 
are favorable factors, now apparently ascendant in the pub- 
lic mind. There are unfavorable, underlying factors, now 
temporarily relegated to the background, but certain to re- 
assert themselves. The favorable elements may conveniently 
be considered first. 

To a very large extent, these lie in the indefinite realm 
of sentiment, indefinite in that it defies factual or statistical 
measurement. Yet it is nonetheless an effective economic 
influence. Particularly in this country, it is a well-demon- 
strated fact that the psychology of depression has a way cf 
swinging to extremes in which fearful imagination exag- 
gerates adversity in much the manner that the opposite 
hallucination balloons a business boom. 

Regardless of the lack of convincing industrial improve- 
ment and of the disastrously low ebb of corporate earn- 
ing power, it now appears probable that the depressin 
reached its psychological low in June and the first week 
of July. That was the period in which despair seemed 
complete. Vague, but nevertheless compelling, fears of 
total economic collapse, of wholesale corporate receiverships 
and of abandonment of the gold standard were rife. De- 
pression seemed to have attained an unbeatable momentuin. 

It is impossible, of course, to measure the actual degree 
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by which this fear ran beyond the facts. Whether the 
stock market as a whole went lower than actual values 
justified is debatable. Certainly some stocks did. As to 
the excessive and ridiculous pessimism which gripped the 
bond market, there is no doubt whatever. On the basis 
of current earnings, without any industrial improvement 
whatever, the majority of bonds had lost touch with in- 
vestment realities, as was repeatedly pointed out in this 
publication. 


Return to Reason 


It was not surprising, therefore, that a mere return to 
reason could produce substantial recovery in the invest: 
ment market. It was also not surprising that the mere 
sight of advancing bond prices should serve the traditional 
function of stimulating financial sentiment. 

This is by no means the whole story. The psychological 
rebound, although certain to come sooner or later from 
one cause or another, was not entirely automatic. Several 
external developments contributed to it. Chief among 
these was the cessation of Europe’s drain upon American 
gold stocks, a development quickly followed by a slight and 
gradual rebuilding of our supplies of the metal, chiefly 
through reiease of ear-markings. 

The fear provoked by the tremendous export movement 
of gold was a fear of ignorance. The gold had merely 
been on deposit here. Its withdrawal was less a reflection 
of Europe’s fears as to the American prospect, than a nor: 
mal central banking operation which became inevitable 
when Great Britain went off the gold standard last year. 
It merely marked the end of the policy of various central 
banks in keeping large reserves abroad. 

That this “gold fear” and its psychological repercussion 
on the standing of the dollar was a mistaken fear made its 
correction all the more swift and decisive. With such an 
improvement in sentiment, it became possible to look upon 
the brighter side of other factors which at first had been 
met with skepticism or apathy. Belatedly, the results of 
the Lausanne Conference were accepted as subject at least 
in part to hopeful interpretation. Belatedly, a feeling of 
relief was felt that Congress had adjourned, that we would 
have at least an interlude of months without major politica 
disturbance and that some of our major problems, such as 
possible corporate or banking receiverships, probably would 
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be forestalled until next year, or at least until after the 
national election. 

In this more hopeful mood it has been possible for the 
country to entertain high hopes of Federal business relief 
expedients which previously had been regarded with 
ceptcism, if not distrust. The next step was a manipulated 
advance in stock prices, which took hold far better than 
even its sponsors had dared dream, a spontaneous propa- 
ganda of none too accurate optimism in the daily press and 
a recurrence of official ballyhoo at Washington. 


The Government Program 


It is worth pointing out that the present effort at Wash- 
ington represents a distinct evolution of the Hoover relief 
program, whether it be consciously related to politics or 
not. The Reconstruction Finance Corporation, now 
equipped with a capital of 3,800 millions of dollars, was 
conceived and until recently was operated along defensive 
lines. Its purpose was to support the financial structure, 
with especial regard for railroads, banks and insurance 
companies. 

The enterprise has now taken the aggressive. The Fed- 
eral Reserve open market operations having utterly failed 
to induce banks to expand credit, the Federal Government, 
through the Reconstruction Finance Corporation, is now 
embarked upon an effort at direct credit expansion. The 
program is frankly inflationary, an effort to lift business 
by its bootstraps, with the hope that, once lifted, it can 
gather genuine momentum on which to sustain itself. The 
railroads are being urged to borrow funds for equipment— 
of which they are in no great need—and for maintenance. 
There is an effort to induce manufacturers and merchants 
to stock up with presumably low-priced commodities, with 
the help of the Reconstruction Finance Corporation. There 
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Uncle Sam—“You'll Get Well Faster If You Take It Easy Now” 





is open, official encouragement of speculation in wheat. In 
short, despite the disastrous record of the Farm Board, 
we have today a greatly intensified Government meddling 
with business. 

It would be pleasing to believe that broad improvement 
in the securities markets is an informed forecast of coming 
business revival. Proof being lacking, it appears nearer the 
mark to say that it is a very strong expression of hope 
in the autumn prospect. It is, however, a guess, rather 
than a forecast. On the part of the Government it is not 
only a guess, but a tremendous bet. If successful, it no 
doubt would be accepted by the public as a vindication of 
Herbert Hoover’s economic theories. 


Tangible Proof Essential 


One may retain an open mind and hope for the best, but 
it is, of course, obvious that the present campaign of 
optimism will before long require tangible business proof 
to sustain it. If the business gains so widely reported by 
the press—the re-opening of factories, the re-employment 
of workers—are genuine they cannot fail very soon to 
show up in the basic industrial indexes. Indeed, some evi- 
dence should already be visible. 

How, for example, can any important number of indus- 
trial establishments swing back into activity without the re- 
sulting movement of goods being reflected in railroad car 
loadings, and particularly in miscellaneous freight and less- 
than-carload-lot merchandise freight? Yet in the week 
ended July 30, with the gain in sentiment undoubtedly well 
established, miscellaneous freight loadings showed the 
trifling gain of 190 cars and less-than-car-load merchandise 
showed a decline of 380 cars. It is possible, of course, 
that a lag exists and will later be taken up, but until there 
is definite improvement in this reliable index hope will have 
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to rely very heavily upon 
assumption. 

In virtually all other in- 
dexes, the evidence of current 
improvement, if present at all, 
is slight and tenuous. There 
is a slight gain in electric 
power output, particularly in 
New England where the tex- 
tile industry has shown gains. 
There has also been a modest 
gain in construction, without 
significantly altering the con- 
dition of stagnation. The 
steel industry remains at the 
exceptionally low level of 15 
per cent of capacity. Auto- 
mobile production has experi- 
enced a rather sharp, seasonal 
decline. 

Textiles perhaps supply the 
most tangible evidence of im- 
provement in the lighter con- 
sumption industries. This in- 
dustry, however, has previ- 
ously poked its head up in the 
present depression, without 
signifying the basic turn. 
Many of the mills now re- 
opening were closed down in 
June and July and are now 
benefiting from an accumu- 
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ships. 


Favorable Economic Factors: 


Cessation of foreign gold drain. 

Reduced tension in Europe. 

Rising bond and stock prices. 

Moderate firming in commodities. 

Reduction in bank failures and hoarding. 
Accumulation of replacement demand for 


Extent of deflation already accomplished. 

More hopeful public sentiment. 

Aggressive credit expansion by the Reconstruc- 
tion Finance Corporation. 


Unsolved Underlying Problems: 


Ten million persons are out of work. 
Individual and corporate debt is excessive. 
Governmental expenditures are far too high. 
In some industries wage deflation lags. 

Rents have not been adequately deflated. 
World trade barriers still grow higher. 
Excessive production facilities. 
Maladjustment of commodity price relation- 


better, at least in that Euro. 
pean tension has been lessened 
for the time being. The rey 
toration of financial conf. 
dence in Great Britain has 
made especially notable prog. 
ress. 

Against these favorable fac. 
tors, we still have with us a 
variety of problems that wil] 
not be solved by optimism or 
by speculative rally. At least 
10,000,000 individuals are 
unemployed in this country. 
With dependents, they make 
up a group of at least 25,000, 
000 persons whose situation is 
one of more or less acute eco- 
nomic distress, with purchas- 
ing power either vanished or 
tremendously shrunken. Politi- 
cal and journalistic ballyhoo 
will not provide jobs for these 
people. It need hardly be 
said that with fully 20 per 
cent of the population in 
distress and with a large per- 
centage of these requiring re- 
lief, which must be con 
tributed, in one form or an 
other, by those still employed, 
we are lacking in the most 





fundamental requirement for 





lated replacement demand. Ac- 
cording to latest reports, retail 
sales have not yet begun to expand significantly. 
Commodities Encouraging 


There is genuine, even though necessarily tentative, cause 
for hope in the firmer tone of commodity prices. The 
average gain, however, is yet small. It is open to question 
whether we can expect any such improvement as_ will 
automatically stimulate business. Barring monetary infla- 
tion, only an increase in actual demand—reflecting an ex- 
pansion of business—could support rising commodity prices. 
The present movement is influenced to some degree by 
seasonal factors and in certain commodities it has a definite 
speculative tinge, as in wheat. The general gains would 
be more convincing if they followed or accompanied a 
tangible business recovery. At any rate, they would have 
to be substantially extended to be accepted as significant. 
If so, they would mean much to the farmer in purchasing 
power for crops are being produced on probably the most 
efficient cost basis ever known. 

Improvement in the financial factors is, of course, much 
more obvious in the higher prices of stocks and bonds than 
in other directions. To a large extent it reflects a sudden 
recognition of the enormous deflation previously accomp- 
lished, as indicated by a virtually complete liquidation of 
brokers’ loans. The gain in values, whether maintained or 
not, is important in itself. It creates confidence and, of 
course, for an indefinite time puts an end to forced liquida- 
tion. If any substantial part of the gain is retained, the 
autumn prospeci will to that extent be brighter. 

The current trend of bank failures is downward, but 
seasonal factors are present here and a more reliable test 
will be supplied later in the year. Money is easy. Cur- 
rency hoarding shows a slight recession, but the total still 
remains at a wholly abnormal level. 

Finally, the foreign situation has takea a.turn—for the 
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prosperity. Unfortunately, 
current statistical information on the employment trend is 
too meager to offer reliable guidance. 

It is by no means certain, indeed it is highly doubtful, 
that wage deflation is at an end. Like commodity prices, 
it has followed a very uneven course, resulting in malad- 
justments which stand out like a sore thumb. In industries 
where union labor has the strongest grip, such as construc’ 
tion and the railroads, more or less long-term wage con- 
tracts have prevented economic adjustment. If fixed costs 
are to be brought down to a point which will stimulate 
demand, certain additional wage adjustments probably are 
necessary. In a strictly long-term economic sense, suc 
further deflation will be favorable, but in relation to the 
early business prospect it must. not be overlooked that the 
downward spiral of purchasing power resulting from wage 
cutting is an immediately adverse influence. 


Inflexible Fixed Charges 


Wages are only one item in the general problem of fixed 
charges. Bonded debt and inflated real estate leases con’ 
stitute still more inflexible burdens on business. Against 
these obligations many companies are helpless. It is plain 
that in numerous instances the present level of business 
and of profits cannot support funded debt service, and in 
a large part of retail trade it cannot support real estate 
leases contracted at a much higher level. The inclination 
of every company and individual business man crushed by 
the burden of fixed charges is, of course, to hold on grimly, 
hoping for a business recovery within the next few months. 
Any material revival would of course provide some relief. 

The alternative, in many instances, can only be receiver’ 
ship and reorganization. Some losses of capital would be 
involved, but this would put many companies on a sout 
basis for future profits. It is open to serious question 

_. (Please turn to page 527) 
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The I rend of World Trade Will 
Force the United States to 
Reciprocal ‘Tariffs 


The Fair and Statesmanlike Way to Promote Foreign Trade 


HE world has begun to get its fill of the idea that 
international trade should be restricted to the point 
Whatever may ultimately come of 
the Ottawa Conference of the British states it signifies an 
earnest endeavor on the part of a very large portion of 
the world to encourage international trade through mutual 
concessions, even though the immediate objective is the 
encouragement of trade within a political realm at the 
expense of trade across the many boundaries of the British 
Empire. Every state represented at the conference is keep- 


of elimination. 


ing an eye on the 
possibilities of losing 
more by loss of 
trade outside than it 
may gain by aug- 
menting British trade. 
Indeed, it is pro- 
claimed by the dele- 
gates from Britain 
that freer trade with- 
in the Empire will be 
an object lesson to 
the whole world of 
the benefits to be 
gained by freer trade 
all around, brought 
about by mutually 
beneficial agreements. 
At the same time 
there begin to be 
manifestations in 
Europe of a growing 
conviction that the 
artificial restriction of 
trade een nations 
been overdone. 
Reciprocal trade 
agreements are being 
made between Hol- 
land, Belgium, Lux- 
emburg, Denmark 
and Sweden; France 
and Belgium have 
made reciprocal tariff 
Concessions, the Da- 
Qubian commercial 
Union is still under 
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consideration, and it is certain that the coming international 
economic conference will be largely concerned with the 
facilitation of trade between nations. 
States powerful forces are at work for the realization of a 
more liberal foreign trade policy. This does not imply a 
revision of our protective tariff schedules, but it does indi- 
cate a wholesome realization that trade made possible by 
reciprocal agreement is better than no trade at all. 

Trade is wealth. No man can get rich by keeping the 
products he doesn’t consume. 


Here in the United 


By selling them to others 


he obtains, directly 
or indirectly, wealth 
in varied forms. 
So it is with na- 
tions. A _ nation is 
an aggregation of in- 
dividuals. If they 
produce more of any- 
thing than they can 
dispose of to each 
other, they require 
foreign trade to aug- 
ment prosperity. 
Some nations are 
dependent on foreign 
trade for their very 
existence. They pro- 
duce so much more of 
their principal prod- 
ucts than they can 
possibly consume at 
home that they must 
have foreign trade or 
perish, being at the 
same time unable to 
produce much that is 
necessary to life. Such 
nations are Germany, 
England, Belgium, 
Holland, etc. Other 
nations can get along 
without much, if any, 
foreign trade, because 
their natural re- 
sources are so plenti- 
ful and varied, their 


population so large, 
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the world at large the 
policy is suicidal, since 











Why should we go to 


only imports pay for exports directly or indirectly. 

If this paradoxical game is to be played to the grim end 
the United States can stand it long after many other nations 
will have been ruined. But we do not care merely to endure; 
we wish to expand our trade, increase our wealth, raise our 
standards of living. Now, in the long run international trade 
is an exchange of products. It couldn't be otherwise. Sup- 
pose there was such an abundance of gold—the inter- 
national money—that the United States could go on in- 
definitely selling, say 2,500 million dollars’ worth of goods 
yearly. What could it do with the rapidly accumulating 
gold? It would soon become worthless. The money 
couldn't be spent abroad because we accumulate it in order 
to keep out foreign goods. To spend it abroad would be 
to nullify the non-importation policy. We could lend it 
but it would soon become so cheap that there would be 
no profit in lending. 

We would finally discover what we should have known 
in the first place, viz.; that trade is literally trade, and that 
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fate our own industries that cannot produce as well am 





all the trouble of this stupendous task of readjustment when 
the world is full of people who yearn for our products and 
will take them if we will accept their goods in payment! 

Within limitations that is a fair and reasonable question 
but it suggests too much. We simply cannot exchange 
goods with nations whose surpluses are the same as Uf. 
If Canada had nothing to trade with us but wheat, trade 
between these neighboring countries would soon become 
nil. We have no use for Canadian wheat, having a hun 
dred or two hundred millions annual surplus of wheat 
ourselves. We can build up trade only with nations that 
have surpluses that are reciprocal to ours. 

We might even go a little further and abandon to their 













as economically as their foreign competitors. Except © 
a limited degree that is out of the question in a nationalistic 
world. Every nation desires a degree of economic i 
dependence as much as it does political Indeed, it would 
be idiotic for the United States to cripple its means of de 


THE MAGAZINE OF WALL STREEI 











an in- 


ual ex. 
With. 
a na 
for a 
a large 
s if it 
EXCess 
‘ashion, 
will be 
ce pay: 
t and 
ds or 
actual 
) other 
- settle: 
posing 
of gold 
oy its 
fact is 
moun: 
global 
> 130 
year. 
ily 11 
mone- 


ates is 
m of 
unless 
lcome 

It is 
ically, 
r Own 


fense because, perhaps, Germany can produce steel more 
cheaply. So long as there is a possibility of war in the 
future we would be foolish to leave the manufacture of 
munitions to foreign nations. We almost lost the last war 
because we did not have a sufficient domestic supply of 
nitrates. 

The war taught the belligerents the imperative necessity 
of economic independence and compelled the neutral 
powers to acquire it. Not only have all the older nations 
become more nearly self-contained, but a swarm of in- 
tensely nationalistic, war-created nations have found that 
the new independence depends as much on strong industry 
as efficient armies. A horizontal reduction of tariffs by 
general law is nowhere acceptable or possible. The newly 
industralized old nations are not going to expose their 
industries to ruinous foreign competition, and the new 
nations are not to be tempted to reverse policies that 
defend their independence. Yet all nations desire more 
foreign trade. This seems like an impasse, but examina- 
tion reveals that when the subject is studied in a mutually 
judicial frame of mind, there are everywhere opportuni- 
ties for reciprocal extensions of trade opportunities that 
can be harmonized with rational measures of self-contain- 
ment, customs and internal revenue requirements, and at 
the same time meet the need of a greater volume of ex- 
ternal trade. 


Overproduction and Reciprocity 


In the United States, we have reached an all-around 
working state of self-containment that affords a reasonable 
assurance that we are industrially ready for any possibility 
of war, and able to defend ourselves economically against 
the commercial invasion of any nation. Should we not, 
then, for the sake of prosperity of our highly-developed in- 
dustries, cease to subsidize more infant industries and leave 
some sectors of production largely if not wholly to other 
nations? If we insist on producing everything for ourselves 
there can be no reciprocity for the benefit of those indus- 
tries that are already in advance of the demands of the 
home market, great as it is. That means that the further 
growth of new 
industries in the 
United States in 
fields in which 
foreign countries 
are well equipped 
must be at the 
expense of the 
prosperity of our 
established indus- 
tries. It prob- 
ably means, too, 
that some of our 
hothouse _indus- 
tres ought to 
and will be sacri- 
ficed for the 
benefit of more 
solid industries 
and of the nation 
as a whole. 

_ All the great 
industrial nations 
are in the same 

x that we are. 
All have  pro- 
tected facilities 

Of production 
beyond the de- 


for AUGUST 20, 1932 








Wide World Photo 


Opening of the Ottawa Conference 


mands of the home market. All want to hold that market 
and push into other countries’ home markets. Were 
we simply to reduce our tariff barriers in a grand gesture 
for more and freer world trade many of our key industries 
would be subjected to a competition they could not meet. 
Similarly with other nations. But overproduction is every- 
where driving the weaker plants to the wall. Presently 
the home markets in all countries will be controlled by the 
powerful concerns, the survivors of competition. Produc- 
tion will be regulated. These powerful industries will have 
sufficient political influence to cause the adoption of policies 
that will ignore the demands of industries that rest upon 
protection rather than merit. The world would then be 
in a position .for a reorganization of its international 
trade policies on a basis of mutual give-and-take working 
toward the general objective of improv:ng the prosperity 
of all nations. 


We Admit Our Dependence 


We would be wise to sit down now and survey the 
world with a view to ascertaining what goods we can 
profitably admit in return for the surpluses whose dis- 
posal is essential to our prosperity in the present form of 
our national economy. There is no question about en- 
couraging imports of those goods that we do not produce 
and, so far as we now know, cannot produce in any 
adequate volume at an endurable cost. 

The list of these commodities is surprisingly long, and 
all of them are necessaries. A table of those that have a 
strategic value is given elsewhere. In the whole list, from 
antimony to wool, there is not one in which the United 
States produces as much as it consumes, or even within 
half thereof except in the case of wool. Many of these 
materials which are of strategic importance from the mili- 
tary point of view do not amount to a great deal in trade 
values, but they are essentials. On the other hand, the 
strategic items include some of the greatest elements in our 
import trade, without which we would be commercially 
unhappy if not crippled. Outside the strategic category 
we have to import large quantities of potash for fertilizer. 
We are short in 
our domestic pro- 
duction of news 
print paper and 
import as much 
as 130 million 
dollars’ worth a 
year of it, to say 
nothing of wood 
pulp. We buy 
large amounts of 
coal tar products 
and other chemi- 
cals. We are 
lacking in 
leather, flax, 
fiber, and are 
short in produc- 
tion of _ sisal, 
hemp and linen. 
we are even de- 
ficient in some 
qualities of cot- 
ton and also of 
tobacco we have 
a large deficit of 
furs. Of course, 
(Please turn to 

page 525) 
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The Pyramid of Inflated 
Real Estate Values 


(First of a Series on Pyramids That Must Be Demol- 
ished to Make Way for Permanent Business Recovery) 


By Joun C. Cresswitt 


PECULATION 


be said that deflation 





in stocks has been 

fully deflated. 
Speculative real estate 
investments are now 
beginning to enter the 
decisive stage of de- 
flation. Prices have 
tumbled but the 
speculative debts 
await the major op- 
eration by the knife 
of reality. 

The cancerous 
growth of impossible 
debt remains to be 
cut out. Until the 
heroic operation is 
performed the chaotic 
state of real estate 
will be a ball chain on 
the feet of revival— 
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has run its course in 
real estate. 

But the _ preiim- 
inaries to final liquida- 
tion are proceeding 
rapidly, whether 
property is mortgaged 
or not. Building 
costs have not yet 
been reduced to the 
levels of other costs 
but they are about 30 
per cent lower than 
in 1926. That means 
that the value of real 
estate improvements 
has been reduced that 
much, because, ob- 
viously, nobody will 
ordinarily pay more 
for an old building 
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unless the power of 

expansion in other fields shall be sufficient to raise price 
levels, accelerate business activity and restore profits. The 
stubborn resistance of real estate to the leveling process of 
debt readjustment is the darkest side of depression as it 
affects an early return to full and equitably distributed 
prosperity. 

At the top of prosperity in 1929 the total debts of the 
United States, public and private is estimated by competent 
authorities at 203 billion dollars, which was 56% of the 
total wealth of the country as then appraised. Of this 
huge debt burden real estate mortgages totaled 46 billion 
dollars of which 37 billion was urban and 9 billion farm, 
as against a total valuation of 240 billion. Since 1929 real 
estate values have declined tremendously. Nobody knows 
how much, because liquidation has been slow, but the debt 
burden is still there. 

New price levels for real estate will be fixed only when 
the unpayable debts that encumber real estate have been 
wiped out or readjusted to the values of commodities and 
services. Foreclosures are proceeding on a huge scale but 
a foreclosure does not mean liquidation, unless the mort- 
gagor elects to become the permanent owner of the fore: 
closed property, which as a rule is not his intention. 


Liquidation is not complete until the mortgagor has sold 
the property., Until that has been generally done it cannot 
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than the cost of a new 
one. If the present general commodity level is maintained 
the cost of building is certain to decline considerably fur- 
ther, with a further depression in real estate values from 
that cause alone, to say nothing of other factors. Final 
new price levels cannot be determined until the pressure 
of debts on values has been relieved. That pressure is not 
finally lifted until hopelessly mortgaged property has gone 
through a sale subsequent to the foreclosure sale. 

Present harsh processes are liquidating the debtors but 
not the creditors, ie., the mortgagees. Seven-hundred-and- 
fifty-thousand foreclosures in a year may ruinously release 
the debtors from their contractual obligations but they do 
not clear up the wreckage induced by unbearable debts. 
The creditor is still left holding the bag. He is generally 
in a position to hang on desperately, hoping that there will 
come a general lifting of values and prices with a new wave 
of prosperity which will enable him to get out whole. At 
the present time there are literally millions of parcels 0 
mortgaged real estate which will not realize at a sale one- 
half of the face value of the mortgage. The outlook is 
therefore for a long period of further adjustment in real 
estate values if general price levels do not rise. 

Whether foreclosure takes place or not the results are 
the same. If by hook or by crook the owner of a mortgaged 
property can continue to meet his obligations he strives 
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to his utmost to keep up rents. As virtually all commercial 
buildings and many industrial buildings are mortgaged, 
rents recede but slowly toward lower levels. This has a 
direct effect on business. The debt-inflated rents of 1929 
cannot be paid out of the low prices and reduced volume of 
business of 1932. 

That means, of course, disaster for all forms of business 
confronted by such a situation. Stores, with long leases 
made in the boom era are in a particularly unfortunate 
position, which may yet be reflected in many business fail- 
ures or voluntary liquidation. This is a fact that needs 
to be kept in mind by security. investors when considering 
commitments in the shares of various merchandising cor- 
porations. It will be the subject of a special article in a 
succeeding issue. 

Ultimate liquidation and deflation is proceeding more 
rapidly than elsewhere in the rottenest sector of real estate 
investment, that is, mortgage bonded property. It is esti- 
mated that bonds to the amount of 10 billion dollars were 
gld. Every conceivable cost,—fictitious, exorbitant and 
justifiable—was piled up and pyramided on to the buyer 
of real estate bonds. Inflated mortgages were floated on 
inflated valuations of property. Grossly swollen profits 
were thrown onto the fabric of disaster and the whole 
was adorned with a glowing capstone of unearned com- 
missions, gouging financing charges, and wild visions of 
future enhancements. 

The bond owners are largely “little fellows,” and there 
are millions of them. United protective action is exceed- 
ingly dificult. A large proportion 





duce their interest rates, which were invariably too high. 
That, by the way, being the principal reason for the wide 
holding of mortgage bonds. Such action is usually taken by 
the original victims acting in concert. The mortgage in 
such cases is not deflated as to amount but the debt services 
are reduced. Rents are lowered to meet competitive con- 
ditions and fill the buildings with tenants. While the pay- 
ing of the piper on principal account is merely put off the 
current effects are the same as in final liquidation, and the 
bondholders have a chance to gamble that an upward turn 
in prices and business reflation may give them a prospect 
of realizing a larger proportion of their investment than as 
if they were to go through foreclosure. 

Outside of the bond mortgages the resistance to deflation 
is more stubborn especially where the owner of the equity 
is financially strong. He stolidly maintains rents at ex- 
orbitant figures, hoping for a turn for the better. Fre- 
quently he is in a position, by virtue of long leases or espe- 
cially desirable iocation to maintain 1929 rentals on the 
thin 1932 productivity of the property. 

Heavy taxation is a powerful factor in keeping up real 
estate inflation. Taxes, which must be met, force owners 
to resist the inevitable to the last ditch, including the 
utilization of every possible technicality of law and courts 
to stave off the final tax title day of judgment. Heavy 
public debts mean high assessments for the sake of low 
rates, or high rates for the sake of low assessments. A 
high assessed value is a factor in maintaining false values, 
as appraisers are always more or less influenced by the 
assessors’ estimate. 

On the other hand, the great 





of them have taken their bitter 
medicine and disposed of their 
bonds at a few cents on the dollar. 
This heart-breaking . sacrifice pre- 
pares the ground for final liquida- 
tion. The speculative purchasers 
of the bonds arrange for foreclos- 
ure through so-called bondholders’ 
committees, and the properties are 
being disposed of at fire-sale prices. 
In some instances new corporations 
are formed and the bondholders 
turn in their bonds for stock, the 
mortgage is lifted or reduced and 
the property starts out anew. 

The original mortgagor is often 
wiped out entirely. Frequently he 
had no real equity above the mort- 
gage even when the deal was 
floated in boom times. In other 
instances bonafide bondholders’ 
committees are striving to save the 
maximum possible amount for the 
bondholders. In such cases resale 
of the property at sacrifice prices 
is sometimes avoided or postponed. 

is creates resistance to the final 
liquidation which is inevitable 
under present conditions. After 
foreclosure has taken place in some 
instances final liquidation is de- 
layed through the purpose of com- 
mittees, acting in the interests of 
the investment houses which sold 
the bonds to the public, to work 
out some reorganization scheme 
that will leave them as managers 
of the property. 

Another method of resisting de- 

tion is for the bondholders to re- 
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progress that is being made in thou- 
sands of communities in lowering 
public expenditures and assessed 
values is contributing markedly to 
deflation, both primary and ulti- 
mate. In these times of close scru- 
tiny of values buyer and mortgagee 
are disposed to be unduly influ- 
enced by a reduction in taxation 
valuations. They are prone to 
reason that any public valuation is 
apt to be very close to if not in ex- 
cess of market value. Sales and 
loan valuations, therefore, tend to 
be reduced more in proportion 
than assessments. Long continued 
drastic reductions of assessed val- 
uation operate, consequently, to 
drive properties into foreclosure 
and make them ready for the final, 
resale, step in liquidation. 

In the residential field deflation 
is being resisted more persistently 
in the case of apartment build- 
ings than in that of individual 
dwellings. In the first place the 
apartment is a business. If the 
mortgagee ‘takes it over he takes 
with it a lot of trouble and he is 
often convinced that he cannot do 
as well as the mortgagor. He pre- 
fers to extend the mortgage and 
let the owner fight the rear guard 
battle against deflation. 

The latter, often fighting for the 
last remnants of his fortune, keeps 
up rentals to the limit, frequently 
going to the extreme of paying the 
price of an empty building in the 
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hope that optimism will rule and price levels and business 
activity return before he has established the precedent of 
low rents. If the property is taken over under foreclosure 
or by voluntary agreement; the new owner, confronted by 
the fact that he cannot dispose of it for the amount of the 
loan, takes up the heavy task of holding on. If he can 
even pay taxes out of proceeds he will stick indefinitely for 
his price rather than take his loss and quit. 

The individual residence owner has limited power of 
resistance because his resources are usually limited. He 
has to take what 1s dealt out to him. The foreclosure elimi- 
nates his equity and also the inflation carried by the second 
mortgage, co commonly resorted to in the financing of 
homes. The result is often a deflated resale price that at 
once relieves the mortgagee and attracts the new buyer. 

It is pathetic to see savings lost and homes sacrificed in 
this way; but the other side is entitled to some considera- 
tion. The householder loses his home but a crushing weight 
of worry and debt is removed from his shoulders, and he 
is in a position to make a fresh start at the bottom. Never- 
theless, it is but human to fight for the Lares and Penates 
and the costly fight is often won, partly by enormous sacri- 
fices on his part and by the leniency and humanity 
of the mortgagee. The in- 





all will be well, but if the deflation process persists the 
ultimate loss will fall on the new banks. 

Yet it must be conceded that outright, impregnable 
opposition to deflation with the prestige of the United States 
government behind it may be a positive factor in turnin 
the whole business tide. It may work this way: If forced 
sales of homes are stopped in their tracks investment 
builders will no longer be fearful that existing houses losing 
value daily will destroy all hope of profits for new houses 
will begin building to satisfy the acknowledged latent de. 
mand for houses which will become dynamic so soon as pur. 
chasing power picks up. Building activity will create and 
spread employment, especially true of small house building, 
and tend to restore prices and purchasing power in all lines, 

What the markets are everywhere seeking today is a new 
equitable price level—the ironing out of distortions. So 
far as finding the level is concerned it matters little whether 
it is effected by leveling up here or leveling down there. 
But the far more salutary process is that of leveling up. 
Debts are heavy in the mass more in respect to their pro- 
portion to total wealth than in absolute amount. The 
37 billion dollars of urban mortgages were bearable in 
1929; now they are unendurable; doubly unendurable be 

cause they remain fixed in 





the number of dollars, 





dividual triumph is, how- 
ever, a community loss, al- 


whereas in terms of goods 
and services they require 


ways assuming that we are 
going to stay indefinitely on 
a low price level. 

The victor continues to 
pay for dead horse, and his 
live horse purchasing power 
is diminished. At the same 
time the lender finds his 
portfolio of frozen assets 
increasing, and his ability 
for new home financing at 
the new levels seriously 
curtailed. 

Nevertheless, such are 
the social benefits of home 
ownership that all over the 
country local organizations 
of various sorts are bring- 
ing pressure to bear to pre- 


vent even the preliminary - 


steps to deflation. The 
argument is everywhere ad- 
vanced that price inflation 
or reflation will come be- 
fore long with the effect 
thet the pressure of leveling 
will no longer depress real 


Value of Real Estate* 


(Millions of Dollars) 


eS AMEND 5, snip nv Ad ae Kbe id bicbaeekeceess 10,000 
Farm lands and buildings (about 6,000,000 units)...... 48,000 
a a a oS oe 25,000 
I saa cb cibescdacedeeysboutecevcdocic 5,000 
Ee a 10,000 
Houses and lots in towns and cities.................... 97,000 
Other land and build‘ngs in cities ..................... 45,000 

NN ON <5 o0 66 bs os aOR AME MD AS sos ceccuchess 246,000 


Estimated Debts in U. S. in 1929+ 


(Millions of Dollars) 


ar Pear ree pI Baye eae ea re pee YY) Oy ree aa 16,000 
State, commty, and local. oo i wis. cccccscccccccvccces 17,000 
oo as See ree oer O rE sere Pre? Tay te Te, CeeP er ren Era 76,000 
Eira tnd hide Cobb aeccdegabnseiccccdca 0s 37,000 
pO PERL IE ERO LEE EY PTET OE ET vet SEC PEE TEER ED 42,000 
IE a wiisch bods dads ddns RO AWS echo deeds sea 9,000 
Life insurance policy loans and premium notes ......... 2,000 
Reotall GARRET POPES oon icc ences sci esceccecess 8,000 
Pawnbrokers’ and similar loans ..........-.......0000- 1,000 

OE NER IDL SACEST SRC 208.000 


* Estimate of G. F. Warren. professor of Agricultural Eco. 
nomics, Cornell University, for U. 8. Senate Committee on Bank- 
ing and Currency. 

t Estimate of W. R. Ingalls in the Annalist. 


about 35 per cent more to 
acquire the individual dol- 
lar. 

Turning from this bright 
alternative prospect to the 
drab possibility that defla- 
tion, notwithstanding all 
resistance, will have its 
way in real estate, we have 
a depressing illustration of 
what is in store for urban 
real estate in what has hap- 
pened in rural real estate. 
Farm lands reached the 
height of inflation in 1920. 
Deflation has been at work 
now for twelve years and 
it is still far from ultimate 
bottom, although the sharp 
acceleration of the presses 
since the general depression 
began .is hastening the flat 
end. In the first place the 
owners fought off fore: 
closure to the last ditch. In 
this they were generallv 


estate, and that mortgagor. 














assisted by the holders of 








mortgages. who were reluc’ 





mortgagee and the public 
interest will be auto- 
matically served. 

The supreme effort to prevent the unrestrained effects 
of further surrender to deflation is to be found in the re- 
cently established Federal Home Loan Bank System. Its 
overshadowing immediate purpose is to make it possible for 
the building and loan associations, the insurance companies, 
and other institutions to shift the burden of mortgage re- 
newals to the home loan banks. This makes it possible for 
the mortgagees to carrv the mortgagors of inflated property 
and for hard-pressed borrowers from other institutions or 
individuals to shift their loads and troubles to the Home 
Loan Banks through replacement loans from member in- 
stitutions. In this way deflation can be resisted for as much 
as fifteen years. If we run into an upward price trend 


498 





tant to add the white ele: 
phant to their menagerie of troubles. The Federal Land 
Banks have resorted to everything but foreclosure. Where 
foreclosure has come, the owner by sheriff's right has 
flinched from final liquidation of prices by refusing to sell 
for what he could get and wiping the item off his hooks 
While farm prices, as registered bv the sales that do 
occur, have undoubtedly hit a terribly hard bottom— 
much as 75 per cent below the 1920 top—the possessed 
property is still off the market to a large extent It con 
tinues to eat its head off to encourage disaffected and im 
poverished tenantry and prevent propertv from passin¢ 
into new hands at new prices and ready to face competition 
in a deflated environment. 
(Please turn to page 527) 
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HE mid-year appraisal of investment prospects for minority of stocks, deflation is accounted for more largely 
the balance of 1932 finds the majority of common by a generally low market appraisal of values than by such 
stocks at substantially deflated prices despite the re- specific changes as have occurred in company positions. It 









its 
mas cent remarkable rally, and the majority of dividends sub- _is by no means impossible to find companies which are earn- 
er ject to great uncertainty. These are conditions which call ing at least moderate profits even under present abnormal 
ree for the utmost prudence and discrimination in the making conditions, which are likely to maintain dividends offering 





of equity investments, but which at the same time promise a very generous return on current market values and which 












hap- 

a an unusually rich long-term reward for wise and timely offer substantial promise of future expansion under condi- 

the selection. tions of normal business revival. 

920. As compared with 1929 prices, the average common It is for the purpose of offering guidance along these lines 

voik stock has been deflated fully 80 per cent. This does not that this feature is presented. Each discussion on the fol- 

and necessarily indicate by any means that all stocks are cheap, lowing pages summarizes the probabilities of future divi- 

nate but, regardless of current conditions and the uncertainties | dend action, based on current earnings, seasoned earning 

harp which surround any early power, financial resources, pre- 
viously indicated dividend 











business revival, it does imply 





>sseS 
sion 
flat 
the 


that long-term investment risks policy and other factors. In 
have been greatly lowered and Two fundamental factors, the industry and addition, each dividend fore- 


that possible losses in points the company itself, are used to form our rat- cast is accompanied by an in- 
per share are now relatively ings. The letters A, B, C and D are applied _ vestment rating which offers 




































ore: 
In small. in rating the industry; and the numerals _. simple guidance as to the posi- 
ally Moreover deflation in busi I, 2, 3 and 4 in rating the position of the com- tion and prospect of the in- 
- of ness is fully as drastic as in pany in that industry. Thus: dustry and as to the company’s 
luc: security prices. While substan- repuiray onrrane position in that industry. 
de tial recovery Provably willbe 0 issn sat cupunting--._-1~Siepantieg cpemntionsy Aemts 
and slow, there appears little rea- position. nant in field; strong finan- wih titan 2 
wie son to expect that recession can  BIna fairly strong and stable _9_qood Sotential earnings; im- 
has go much under the present ab- pee’ i ee Simplicity and inclusion of 
sell normally low level. Replace- Temporarily dsvrettely fa,  8~Earnings still relatively low; essential information are the 
‘ oa is accumulating vorable. ; be Bibegpsese a business = features of this rating system. 
do and tfieeds only the spark of D—Depressed; déclining profits; 4—Doubtfal outlook; weak finan- It is adapted to the needs of 
_gh public confidence to be cai protenieat. . ew Sailee a the ncaanahaaeal reader, while 
ced off. If sustained revival does . at the same time retaining the 
on: not begin this fall, there is at The first section of this feature appeared in advantages of completeness, 
im: least the probability of an en- the August.6 issue. It covered the position and accuracy and timeliness. The 
in? couraging industrial rally, the prospect for leading companies in these  ‘atings have primary regard 
ion extent.and character of which industries: for investment values over 
may well throw some light on Railroads, Public Utilities, Equipments. the long-term trend, rather 
the longer future. than for current market 
ET In at least a substantial SOs. 
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Steel Looks to the Autumn for 
Modest Revival 


Present Operations Unprofitable 


HILE it is true that a glance at the accompanying 
table clearly shows the depths to which the steel 
industry has sunk, the almost entire lack of divi- 
dend paying common stocks and the deficit after deficit 
after all is water already over the dam. One knows that 
the steel industry must necessarily lose money when opera- 
tions are at the rate of no more than 16% of theoretical 
capacity and have even been lower, and that common stock 
equities are statistically worthless under these conditions. 
But these same common stock equities virtually represent 
calls on an industry which is certain to come back some- 
day and may come back even sooner than is generally ex- 
pected. What are the chances for a reasonably quick re- 
covery? 

Evidence against such a prospect would include the 
near-prostration of general business and cite the fact 
that the steel industry is usually a laggard in recovery. In- 
cluded also would be the probability that the peak of the 
demand for steel from the automobile industry has been 
reached for the current year, although naturally any un- 
expected wave of prosperity throughout the country would 
result in marked improvement in er and 
consequently react favorably upon the producers of steel. 
This would be phenomenal, however, and the outlook is 
that steel can expect little, if any more, from the automo- 
bile than it is currently obtaining. 

On the other hand, the long deferred railroad demand 
for steel might easily develop in volume this fall. The 


crop outlook in many sections of the country is the best 
in years and should the present promise be substantiated 
there will shortly be a more than seasonal increase in car- 
loadings. Moreover, there is the present tendency for agri- 
cultural prices to harden. Further progress along this line 
means more manufactured products moving out to farm- 
ing sections. With money coming in again with reasonable 
freeness, the roads are unlikely to continue “skimping” on 
maintenance as they have been doing. And this is the 
less likely now that the Reconstruction Finance Corpora- 
tion is virtually urging roads to borrow money for repairs 
and new equipment. 

In addition, the Administration’s program for self- 
liquidating public works certainly betters, if only slightly, 
the outlook for steel. And all this is to say nothing of the 
possibility that the many adjustments which have been made 
throughout industry together with the aggressive “refla- 
tionary” measures which are now being taken are enough 
to start us upon the upward slope again. No general im- 
provement can be long sustained without improvement in 
the steel industry, so that if we have really made the turn 
present unprofitable steel operations are matters of minor 
moment. 

Nevertheless, it would be foolish of holders.and prospec- 
tive holders of steel stocks to lose sight of the many obstacles 
which remain to be hurdled before recovery in steel is an 
accomplished fact and also that at least some measure of 
betterment has already been discounted by rising prices. 








Position of Leading Steel Stocks 





Earned Price Range 
—-19382—_, 


Company Per Share— 
1981  1989(B) High Low 


Recent 
Price 


Divi- COMMENT 


Yield Inv’ment 
dend % Ra 


ting 





Def 13 3 10 


D-2 Continues to suffer severely from the lack of demand 
and the decline in prices. 





Def 2% ‘%% 


D-1 Operations in second quarter averaged 18% of ca- 
profitable. 


pacity. Needs about 50% to be 





Nil(x) 


D-3 Water, gas and oil main construction off drastically. 








Def(y) 19 7 
Def 123% 


Colorado Fuel & Iron ...... ecscese Det 2% 


Lack of demand minimizes importanee of new ore body 
diseovered last year. 
Hard hit by 


D-3 





Crucible Steel Def(e) 23% 6 


Recently passed dividend on preferred. 
low demand for special steels. 


D-2 





Def 9 2% 


D-3 Steel business continees slow in Birmingham district. 





Def 4 10 


A well situated company which should be among the 
first to reflect better conditions. 


D-2 





* McKeesport Tin Plate 2.23 ey 28 


Can-making subsidiary helps earnings, but dividnd not 
wholly seeure. 


C-2 





National Steel 058 23% 18% 


D-2 Any improvement whatsoever would make present div. 
perfectly safe. 





Def 4% 1% 


D-3 Lack of automobile steel demand obscures outlook. 





Def 6% 1% 


D-4 Example of a boom period merger. Has a hard row 
te hoe. 








De 1% #%™ 12 


Strong Gnanclally, bat carrent operations at low ebb. 
Dividend not safe. 


D-2 





Def 62% 21% 41 


Pald preferred dividend recently enly with the warn- 
ing ow payments depend upon business im- 
provemen 


D-1 





18% B% 15 


New lines added during the boom times have not 


D-3 
proved over-successfe!. 





Def m% 4 11 


D-2 Recently omitted dividend on the preferred. Pipo de- 
mand off badly. 





(B) Six months. (x) Fiscal year ended Sept, 39. 


(e) Estimated. 
@ Paying, but not earning dividend, 








el 


(y) Nine months ended June 90. %& Paying ani earning dividend. 
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Metal Price Continues Below 
Production Cost 


Corporate Profits at Low Ebb 


ITH the exception of the miners of gold who, be- 
ing enabled to sell their product at a fixed price, 
always become increasingly prosperous on a fall- 

ing commodity market, the various divisions of the mining 
and metal industries continue thoroughly depressed. 

Copper is perhaps the hardest hit. Since 1929 when the 
producers of the metal combined to raise the price to absurd 
heights and thereby stimulated production throughout the 
world, matters have gone from bad to worse. With the 
depression came a curtailment of construction, a steadily 
decreasing demand for copper, mounting stocks and lower 
prices. At the present time stocks are the largest in the 
history of the industry and prices near the lowest. 

The situation in regard to other non-ferrous metals 
differs from that of copper only in degree, because in the 
first place most of these other metals face similar internal 
conditions; in the second place they are competitive one 
with the other for many purposes; and in the third place 
it is often impossible to produce one without producing 
some other. Nickel, for example, in practice entails the 
production of great quantities of copper. 


So far all efforts to curtail production have failed in their 
objects. In the case of copper, curtailment has not gone 
to sufficient lengths to offset the lowered demand. In the 
case of other metals such as lead and zinc where curtail- 
ment has brought production in reasonable line with con- 
sumption, there has not been a large enough volume of 
business to result in even a moderate degree of prosperity. 

Of the mining and metal companies, the refiners are un- 
doubtedly the best situated, although these too have suf- 
fered severely from inventory losses and from the lessened 
rate at which they are now operating. They are also more 
likely to lose rather than gain business from the new tariff, 
despite the fact that some arrangement will surely be made 
to refine ore “in bond” and ship the finished product out 
of the country again without paying a duty. 

All in all, the mining and metal field—with some few 
exceptions—offers the prospective investor little in the way 
of attractive prospects. He should not, however, lose sight 
of the exceedingly low price at which many of these stocks 
are currently selling and it may be that many of them have 
discounted the worst. 








Position of Leading Mining and Metal Stocks 





Earned 
-—Per Share— -—l 
1982(B) High 


Price Range 
Company “ 
ow 


Recent Divi- 
Price 


Yield Inv’ment COMMENT 
% Rating 


dend 





1981 
xAlaska Juneau 0.74(a) See 16% 1% 
Comment 


10 


Estimated profit:six months to June 30, '32, $553,- 
before depreciation, depletion and taxes, against 


50 5 600 
$847.450 last yvar. 
prodacers—Outlook 


A-2 





American Metal Co. Def 6% 1% 


5 


D-2 Largely interested in African 


somewhat uncertain. 





American Smelting & Refining 185% 


AS a refiner, company Is better situated than if it were 
a producer. Lack of consumption, however, depresses 
onera‘ons. 


C-2 





12% 


Anaconda 


Has borrowed extensively from the banks to eafry in- 
ventories. 


D-3 





Calumet & Hecla Def(ab) Def(ab) 4 


High cost producer whose outlook is obscure despite 
recently enacted tariff on copper. 


D-3 





Cerro de Pasco NF 15 


D-2 Strong financially, yong operations are at such 
tt 


a low rate as to be less. 





See 
Comment 


*xDome Mines 11% 


Profit first six months before depreciation and deple- 
tion $1,272,118—$882,491 a year ago. 


A-3 





Def(a) 7% 


D-8 Neo profit in mining copper at present prices. 





xHomestake NF 181% 


A-1 A gold producer with a remarkably successful 55-year 


Recently increased dividend. 





8 Howe Sound 1.19(a) .08(a) 16% 


C-3 Precious metal production offsets = in other lines. 





@ International Nickel O1f 9% 


Nickel consumption off quite badly. As a producer of 
hard hit. 





Kennecott 13 


copper has alsa been 
Last year earned $3,848,827 before depletion and 


inventory and metal adjustments. 





s Magma 8% 


Mine closed until Oct. 1; Smelter until Jan., 1933. 





*McIntyre Porcupine 18% 


a earnings up sharply. Recently raised dividend 





wNational Lead 92 


<m the present common div. cannot be considered 
absolutely assured, the company is exceptionally well- 
managed and well-entrenched. 





14% 


Newmont 


A wining Investment trust hard hit by prevailing 
conditions. 





Patino 9 


Low tin prices and smaller consumption make present 
orerations unprofitable 





St. Joseph Lead 0.24(a) Def(a) 10% 


c-3 —" far below capacity. Also hit by lower lead 
ices. 





19% 
(a) Before aoe 
* Paying 


aU. 8. Smelting 


B Six months. NF Not available. 
ended March $1, 1932. Quarter to June 30, 
but earning something. * Plus extras. 

{ 
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19 


(b) Before depreciation. 
and earning dividend. 


C2 Continuing to buy its own com. and preferred stocks. 


+ First quarter. + First five months. io 
a Paying, but not carsing dividend. @ Not paying dividends 


1 5.2 
































OLLOWING the disastrous period of last year when 
F excessive production of both crude and gasoline forced 

prices to unprofitable and uneconomic levels, resulting 
in a formidable array of deficits, the oil industry has 
gradually achieved something approaching sanity. Crude 
production has been curtailed to a point within reasonable 
relationship with consumption. Until recently even the 
refiners of gasoline curtailed activities and stocks showed 
a more than seasonal decline. As a result of these con- 
structive developments oil profits climbed sharply towards 
the end of the first quarter of the year and have continued 
fairly good until the present time. 

Unfortunately, however, late figures for crude produc- 
tion show some increase and, although curtailment has 
been legally upheld, it is said also that there is considerable 
bootleg oil coming to market. Furthermore, certain re- 
finers appear to have forgotten their recent sharp lesson 
already. At a time when gasoline stocks should be drop- 
ping rapidly in anticipation of the dull winter months they 


Oils in Much Improved Position 


Future Hinges on Ability to Continue Control of Production 





are actually increasing. Not only it this having a de 
pressing effect upon gasoline prices, but it tends to under- 
mine the crude price structure. 

Nevertheless, both these matters can be regulated and 
one cannot but feel that they will be, for the oil industry 
as a whole after its troubles of recent years will hardly 
revert to complete demoralization. Also, it must be re- 
membered that now proration has been upheld in the 
Courts, the constructive forces possess a powerful weapon 
which was non-existent last year. For these reasons and be- 
cause the long-term trend in the consumption of petroleum 
products is still upwards, despite the probability of a 
moderate set-back this year, it is believed that the industry 
presents interesting possibilities to the investor at the pres- 
ent time. By choosing among those companies in a more 
than ordinarily strong financial position, he will suffer a 
minimum loss should the unforeseen take place, while 
at the same time should the industry continue its recovery 
profit prospects are attractive. 








Position of Leading Petroleum Stocks 


























PE Price Range 
Company er Share—, -—1982——.. Recent Divi- Yield Inv’ment COMMENT 
fot 1932(B) High Low Price dend % Rating 
wAtlantic Refining ..........+.0+. ee 0,19 1.18 19% 8% 17 1 5.9 C-1 Saner gasoline marketing policies cause a sharp up- 
swing In earnings. Good financial condition. 
BarnsGall ...cccccccces expscen eee Def Def 6% 3% 6 6-3 A small profit was made in the second quarter com- 
pared with a large loss in the first. 
@ Consolidated Oil ......-+.s.escees Def -05¢ 9 4 8 O-2 Recently officially stated that operations so far this 
year had been favorable. 
Continental (Del,) ......... ecooe Det Def 1% 3% 7 C-3 —. In the second quarter unable to offset loss In 
@ first. 
Decline In read building and other construction ad- 
Def Deft 4% 10 1 10 c-3 


verse factor. Material improvement may be long de- 
layed. 








Balk OE ..ccccvcccccscrvsccccovee ee Def NF 41 23 36 C-1 Execedingly conservative company controlled by the 
‘Mellon’ family. 

» Roughly $20 million ahead of the common in bonds 

Mowstet: OT oo cc cv covcsccvcacccces Def Def 24% sy 18 O-2 and ed stock. Has possibilities as a speeula- 





















































Mid Continent .........csseeee coe Def Def 1% 3% 7 C-2 - in the first quarter offsets profitable operations In 
je second. 
© Ohlo OF) ..cccscevcccccccore ecccoe Def 0.36 11 5 10 § § C-2 Has expanded rapidly. Strong financially. 
Phillips Petroleum .......... cccoe Def Def 1% 2 7 ae C-2 Made money in the second —: Bank foans ma- 
terially reduced. 
SS errr cocoe Milt NF 6% 2% 6 C-3 Company’s gasoline sales believed to be holding ap 
better than those of competitors. 
e@.Royal Dutch—Shell .............. 0.74 NF 23 12% 20 § 8 C-1 Approx. par N. Y. shares $13.40. Has undoubtedly 
benefited from recent improvement In Industry. 
peSeaboard Oil .........eccccecseeee 0.10 0.14t 15% 6% 14 40 2.9 C-2 Helped by higher erude prices and larger sales of 
natoral gas te Pacifie Gas & Electric. 
Shell Union .......-.--se00e ecccce Def Def ™% 2% 6 C-2 Has becn expanding in this country very fast. Affilia‘ed 
annanimiaia with Royal Duteh. 
Se MEE co cdctbocsuscscccces eooe Def Def 5 2% 5 C-3 Profit was made in the second quarter. First half 
deficit was very small. 
Gradually bringing a. expected benefits of last 
@ Socony-Vacuum ........... sccsces Def NF 11% 5% 11 -80 71.3 C-1 fo ae Contin Improvement. would make 
dividend safe. 
mw Standard of California ............ 111 NF 28% 15% 26 2 7.0 C-1 Strong company. May merge with Standard of New 
Jersey. Div., however, somewhat doubtful.. 
Standard of Indiana ..... oeneers 1,04 NF 24 138% 24 1 4.4 G-1 Strong financially. Present reduced dividend considered 
reasonably assured. 
@ Standard of New Jersey .......... 0.34 NF 36% 19% 3A i* 3.1 C-1 Recently paid regular dividend and usual extra, 
QU GAN accvedscteccccenacs eee 1,68 1,18 82% 24% $2 1 3.1 ©-2 Company does much better than many contemporaries. 
Dividend fairly safe. 
gw Texas Corporation .........es.e0. Def NF 17% 9% 15 1 6.7 ©-2 Improvement in gasoline priees this year have helped 
company, but div. not yet safe. 
@ Tidewater Associated .........++. Def 01 5% 2 5 i a C-3 Recent reports register some improvement. 
snasebenh on 18% 8 12 1 8.3 C2 ba $3,054,912 before Inventory write-downs last 








B First six months. ft First quarter. +12 months to to March 31 $1, 
no regular dividend but earning something. 


& 
June 30, 





"32. aying 
_ § Has paid a dividend recently, but no regular rate. 














m Paying, but not earning dividend. 


and earning saucer 
* Plus extras, Five months to 


* P 











———— 


THE MAGAZINE OF WALL STREET 



















































9 
bbe pre 
North 
was St 
gives « 
last ye 

It is 
drastic 
set up 
and ke 
value 
for less 
place i 
ing th 
purcha: 
tions li 
ing the 
plane” 
Auburt 
the wa 
in the 1 
in the 1 
there is 




























































Motor Outlook Unpromising — 


Competition in All Divisions Becoming Keener 


HERE is but one thing the matter with the automobile 
industry and its accessory companies at the present 
time; there is not enough business to go around and 

be profitable. In 1930, the production of automobiles in 
North America was some 30% under that of 1929; 1931 
was some 30% under 1930; while for 1932 production 
gives every indication of being some 40% under that of 
last year. 

It is quite obvious that no industry can suffer such a 
drastic contraction in total demand without there being 
st up internal stresses. Competition is becoming keener 
and keener, sometimes taking the form of much greater 
value for the same money and sometimes the same value 
for less money. Particularly fierce is the battle now taking 
place in the low-priced field, for the companies are realiz- 
ing that under the present conditions of curtailed public 
purchasing power their greatest chance for profitable opera- 
tions lies here. Moreover, there are new companies enter- 
ing the field. Hudson has just introduced its new “Terra- 
plane” which is a direct threat to Chevrolet and Ford. 
Auburn is said to be planning something phenomenal in 
the way of a cheap car. From this one can conclude that 
inthe future it will be increasingly difficult to make money 
inthe manufacture of automobiles, provided, of course, that 
there is no marked improvement in the total demand. Is 


there any reason to suppose that this will not take place? 

While theoretically the saturation point in automobile 
production might be anywhere, as a practical matter it 
would seem that this long-feared point has been reached. 
For a number of years new buyers of new cars have taken 
a steadily smaller proportion of the total production. It 
is to the replacement market which a manufacturer of auto- 
mobiles must now look to take the greatest part of his 
output. 

And this too will have a tendency to narrow as better 
and longer-lived cars are produced. The modern auto- 
mobile will probably perform satisfactorily for double the 
time that a car built as recently as six years ago could be 
calculated upon to serve. Moreover, while the modern 
automobile is not quite perfect, it is rapidly approaching 
that point. No longer is it possible to bring out a radical 
innovation which will make cars even one year old obsolete. 
Manufacturers can stress cigarette lighters, windshield 
wipers and other mechanical gadgets “until the cows come 
home,” but the number of people they can persuade to 
turn in many miles of perfectly good transportation for 
these refinements is a rapidly decreasing minority. 

Nevertheless, this is not to say that a “normal” re- 
placement demand would not be perhaps widely in excess 
of present output. That the public’s appetite for auto- 








Position of Leading Motor Shares 





_ Range 


pera 
High Low 


Recent 
Price 


Yield Inv’ment COMMENT 


% Rating 


Divi- 
dena 





151%, 28% 


67 


Rrmored toa be entering low-priced fleld where com- 
petition is already very keen. Exceedingly strong 
financially. 


4+4% 10.0 C-3 





« Chrysler 15% 


Plymouth continues very sucesssful on a comparative 
basis, but the total available business has been cur- 
tailed and it is diffeult to make substantial profits. 





24% 


a General Motors 


Rec.ntly paid dividend at the regular rate of $1 
annually, but maintenanes depends upon material Im- 


C-1 
rrovement in general business. 





Graham-Paige 


To be successful must introduce a car of outstanding 


C4 appeal. 





Hudson 


In‘roduces new ‘‘Terraplane,’’ selling te compete with 
the lowest priced cars on the market today. Sucezss 
problematical. 


C-3 





Concentration of publie’s buying In low priced fivld 


C-8 has hit this medium priced manufacturer. 





Improvement depends upon betterment in gen ral 
business and particularly construction. Strong finan- 
cially. 


C-2 





15 


Strong financially. Needs to produce about 900 ears 


C-2 2 month to be profitable, 





Def 


Attempting to widen potential market by lowering 


c-3 price. Outlook somewhat obscure. 





Def 8% 1% 


3 


Truck sales reported to be holding up comparatively 


C-3 well. 





Def 18% 2% 


7 


Loss of business offsets drastic Internal economies. 


C-2 nevertheless still produces a popular car. 





NF 18% 6% 


12 


Strong financially. Reeently obtained large Post Office 


C-2 rontreet. 





Yellow Truck Def 5 1% 


4 


c-4 A General Motors subsidiary which has failed to fulfill 
Its_promise. 





B First six months, Year ended Nov. 30. 





+ Six months ended May 31. 


@ Paying, but not earning dividend. 
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mobile mileage is less sated than its appetite for new cars 
can be seen from last year’s experience when, despite a 
reduction in automobile registration, the consumption of 
gasoline rose fo a new high record. Owing to the marked 
intensification of the depression, however, it is believed 
that gasoline consumption in 1932 will be less than in 1931 
by quite an important amount. 

Also, as affecting the near-term replacement demand, it 
must be remembered that at the present time people are 
operating cars longer than may be considered usual. With 
any material improvement in general business such a 
putential demand would become effective to the great, 
albeit temporary, benefit of the industry. 

The truck division has suffered as much, if not more, 
than the industry in general. It too is experiencing keen 
competition occasioned by the contraction in demand. Yet, 
the railroads complain that trucks are ruining their busi- 
ness and one might believe that this division of automobile 
manufacture was doing fairly well; also, that with more 
and more traffic being diverted to the highway that it en- 
joyed an excellent outlook. This, however, is hardly the 
case as is evidenced by the deficits shown in the accompany- 
ing table. Moreover, it might be noted that several states 
have recently passed laws regulating the truck quite 
drastically and more are likely to follow suit. In view of 
this, it would seem that the truck manufacturer can hardly 
enjoy any matked degree of prosperity which is not the 
result of general business improvement and particularly a 


greatly increased activity in construction of all kinds 

The automobile accessory and tire companies have 
naturally fared in a manner very similar to that of the 
automobile companies proper. It will be noticed from the 
tables that deficit after deficit has been reported and that 
even the strongest and best entrenched organizations show 
much reduced earnings. And this is true despite the fact 
that the manufacturers of mechanical accessories have made 
every effort to broaden their field and become, at least to 
Some have 
turned to refrigeration, others to the airplane, yet others 
tc the railroad. But so far, none have succeeded in mak 
ing their new lines compensate for the loss of automobile 


some extent, independent of the automobile. 


business. 

The tire companies are in a class by themselves and 
long as they continue their present marketing policies, it 
is hard to see that they can be even moderately prosperous 
regardless of a general turn for the better. In this field 
the competition is of the most destructive and inexcusable 
kind and so far nothing has been done to remedy it. 

All in all the automobile and related industries hold out 
little promise to an investor at the present time. There 
are, however, certain exceptional companies, either s 
strong financially, or possessed of such management that 
despite the obscurity of the near-future are certain to sur 
vive until a time when the industry has completed its re: 
adjustment and attained a moderately prosperous and stable 
status. 











Position of Leading Tire and Accessory Stocks 





















Earned Price Range 
Company -—Per Share—, —"t932 Recent Divi- Yield Inv’ment COMMENT 
1931 1932B High Low Price dend % Rating 
Has recently developed a number of new products, but 
Bendix Aviation ..........e0. coon 074 Def 18% 4% 10 C-2 to benefit to the full needs greater automobile activity. 





























STE. wow kiccssccccsovcses 0.81 0.26 12% 3% 10 C-2 Foid activity has aided company substantially. 
Briggs Manufacturing ........... - 0.94 Def 11% 2% 6 C-3 Although busy on the new Fords recently passed div. 
Company in a strong trade position, but nature of the 
Bohn Aluminum .........+eceeses 0.84 Def 22% 4% 10 OF: ecaen amiheis tt speculative at this time. 





E. G. Budd Mfg. Co. ............. Def Def 2% % 1 


o3 Despite recent introduction of spectacular products, 
the outlook is uncertain. 





Continental Motors ............... Deft Deft 1% % 1 


C-4 Company needs better outlet for its engines than now 
obtains. 





Needs sharp improvement in automobile manufactur- 







































































Baton Mfg. ......0c.seseee bans Taee NF 8 3 6 oo ee Se | 
Electric Autolite ............0.06. 4.08 1.08 38% 8% 18 moe we ee ous of the mast favorably | 
Bi Te DOOR soc ctiecns ccvcscccce Def NF 1% 2% 7 C-2 pcg ener ——- in the automobile tire industry | 
Goodyear Tire & Rubber ...... oon 8 NF 193% 5% 16 C-1 oo competition is ruining even this s‘rong | 
Kelly-Springflold ..............+++ Def NF % %% 2 0-4 Reeently adjusted capitalization. Outlook obscure, 
Kelsey Hayes Wheel ............. Def Def “%R ~O21 2 c-4 Clesaty sonnectcd with Ford, but poor financial posi- | 
@ Marlin Rockwell .........++....++ Def Def 1% 5% 10 «1 yo oo eS ee 6 ee | 
Motor Wheel ....1......sssceee0s Def  Def$ 6% 2& 5 3 a automobil> | 
Murray Corp. .....-.ssseeeesecess Def Def % 2% 4 0-8 =— capitalization to provide surplus for write- 
SB prs Srey erro Def Def 6% 5 C-8 Even preferred dividend is in some doubt. 
Stewart Warner ...............+- Def Def 6% 1% 5 C-2 Large lowes ehecore a sound Qnancial position. E 
= Timken Roller Bearing ........... 1,06 0.17 23 1% 17 1 5.9 C-1 teri et bose of foment ona waite 
United States Rubber ............ Def NF 6% 1% 5 C-4 Tromendous losses during the past two years. 
m= Young Spring & Wire............. 126 0.15 9% 8 8 1 as. os Be eon ay oe. ce | 
B First six months. First three months. + Year ended Oct. 31. $Six months ended April 30. 4 Paying and earning dividend. | 





@ Paying, but not dividend. 





@ Not paying a dividend, but earning something, 
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Position of Leading Chemical Stocks 





Earned Price Range 
-—-Per Share—, -—-1982——._ Recent Divi- Yield Inv’ment COMMENT 


Company 
1931 1982B High Low Price dend % Rating 





a Air Reduction .............4. sees 454 «AT 62% 80%“ > 6: 90. See bode ob ee 





# Allied Chemical ; NF 8% 42% S. 06 See 





o Am. Cyanamid B ; NF 1% = Bree ie” — position brightens a somewhat ob- 





*%Columbian Carbon C-2 Carbon black prices unsatisfactory. - 





Even the reduced dividend not safe. Expanding 


cs scope of operations. 


sa Commercial Solvents .......-... o0: We 0.23 





NF ie Me D-3 Fertilizer sales very poor. Issue is highly speculative. 





Dividend should be safe barring further intensifiea- 
2.10(e) C-1 tion of the depression. 





Except for G. M. dividend earnings would be very 
small. Further reduction not impossible. 


Thoroughly stable price for product great advantage. 
*Freeport Texas s 1.45 C-2 Domand, however, has decreased considerably. 


xdu Pont de Nemours a 1,01 B-2 








Earnings trend moderately lower, but dividend cur- 
Lambert . 3.48 C-2 rently being covered. 





Business highly seasonal. The present quarter must 
1,564 F C-2 necessarily be considerably below a year ago. Divi- 
dend, howev:r, being covered. 


i 
s Mathieson Alkali ' 0.52 : . 0-2 — _ ing economies made, but dividend not 


Small well-managed company reports only moderate 
xMonsanto Chemical . 1.24 30% . ; decline In earnings. Dividend amply covered. 


Iphur demand off—stoeks up—prices stable. Diyi- 
xTexas Gulf Sulphur . 1,22 26% at . on no more than fairly sate. se lon 


a Union Carbide & Carbon ee 0.47 86% 25 : oe ee 


c Alcohol prices improve. Second half of year more im- 
e U. 8. Industrial Alcohol 0.09 31% 1 27 as te portant than first half. 


@ Westvaco Chlorine 0.35 128% 8 7 Rae ee ee ee eee 


xLiquid Carbonic 























BFirst six months. (e) Estimated. 18 months to 12.31.31. ¢ First three months. +12 months to June 30. yy Paying and earning 
dividend. m Paying, but not earning dividend. © Not paying dividends, but earning something. * Plus extras. 


Position of Leading Food Stocks 





Type of Earned Price Range 
Company Business -—Per Share—, -—1932——. Recent Divi- Yield Inv’ment COMMENT 
1981 19382B High Low Price dend % Rating 





“ay Better meat prices have lately alded the compan 
Armour ‘‘A Deft NF 2% % 2 ss A C-3 considerably, : 





; . . Recent profits thought to have been moderately lower, 
xBeatrice Creamery..Dairy products 3.54¢ NF 24 ° C-2 but ‘dividend fairly safe. 


4.15 ' 38 ' B-g Earnings hold well. Strongly entrenched and well- 
managed company whose dividend should be safe. 





*Beech-Nut Packing.Package foods 





*Borden Dairy products 3.66 30 : C1 — 4 dividend. Lower rate appears to be fairly 


. . Stocks of canned goods lower and the year’s will 
California Packing Canners 10 hi 2s be smaller than last. Outlook improved. $e 


rer Is barely earning preferred dividends. Payments on 
Cont. Baking ‘‘A . ie ie the Class ‘A’? depend upon material improvement. 











Strong, conservatively capitalized company. M 
® Corn Products ; : 1,29 38 1.9 continue te pay div. partly out of surplus for ome 
time. 


: Must have benefited from recent rise in meat prices, 
xCudahy Packing F NF 20 54 . 14 but dividend not yet wholly secure. 


1 Steadily retiring funded debt. Industry, however, is 
— 8 v6 over-built and competition keen. 








*%General Baking X 1,11¢ 19% 





%General Foods fs 1.50 40% 19% 28 "1 na” dividend appears quite safe for the 





(Please turn to next page) 
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Position of Leading Food Stocks—Continued 
(Continued from page 505) 




















Type of Eerned Price Range 
Company Business -—Per Share—, --—1932-—. Recent Divi- Yield Inv’ment COMMENT 
1931 1982B High Low Price dend % Rating 
uw Hershey Chocolate. Chocolate, etc. 8.73 2.66 83 48% 55 6 on earnings. Dividend likely to be redueed 








Dividend cut from $2.60. New rate covered by rea- 








pLoose-Wiles .....-2.0s0000 Baking 3.14 1.21 36% 16% 26 2 se eS 

w= National Biscuit ........... Baking 2.86 1.21 46% 20% 939 -” 2 ns Bee eee ee & 
Earnings off sharply. Adjusts dividend. New rate 

#National Dairy...... Dairy products 3.47 1.05 31% 14% 22 2 9.1 ©-1 ing more than fairly well assured. 








*%Penick & Ford...... Corn products 





See 


Comment 


32% 16 





B-3 Profit first half 1932 before Federal Taxes $319,657 


—about half that of a year ago. 








2.14 


0.32§ 


15% 





This year’s earnings off drastically. 
te be passed. 





Dividend likely 





1,08 


15% 


Earning insignificant margin over dividends, but any 
reduction will be moderate. 





0.11f 


18% 7 


Large non-recurring profits last year brought earnings 
to $1.37. Outlook improved, but div. not yet safe. 





28% ii 








Earnings fall sharply. Dividend not being earned 
and is likely to be reduced. 





Ward Baking ‘‘A’’......... Baking 0.66 


Nil 


10% 2% 


7 


Reduces dividend on the preferred. Payments on the 
“A” appear remote. 





fT Year to Oct. 31. 


Position of Leading Merchandising Shares 


t Year to February 29, ’32. 
(e) Estimated. y Paying and earning dividend. 





+27 weeks to July 2. 


; § 28 weeks to July 16, 
w Paying, but not earning dividend. 


B Six months. NF Not available. 









Company 





— Range 
Low 


Recent 
Price 


Divi- 
dend 





Yield Inv’ment 
Rating 


% 





COMMENT 





Associated Dry Goods 





0-8 Passes dividend on both preferred stocks. 
must be considered highly speculative. 


Common 





@ Best & Oo., Inc, .......sccccsses 


Div. passed last April, but the stock is not without 


C-1 long-pull attractiveness. 





*First National Stores, Inc. ........ 


5.52% 





Sales moderately lower this year. Conservative divi- 


BS dcend appears quite safe. 





KW, T. Grant Co. .......-....cee0 


2.59f 








Sales for first 7 months only off 1%. Earning ample 


o1 margin for current dividend. 





@ Grand Union Co, ..........eceeeee 


1.86 





Recently earnings off sharply. 
ever, indicate returning stability. 


Latest sales, how- 








Hahn Dept. Stores 








A boom time merger whose outlook is now somewhat 
obscure. 





e@ Interstate Dept. Stores 


Six months’ sales off nearly 16%. Also a boom 


time merger. 





eee weet tee eeeeeeees 








Sales for the 28 weeks {o July 16 off 20%. Divs. 


B-8 not wholly assured. 





eet e tee tenet eteee 


Owns large binck of its own shares at substantially 


B-l higher prices. 





x5, H. Kress & Co. 


a eeeeeesetesesee 








Sales for the first six months off 5.4%. Conservative 


atin cash dividend well covered. 





xKroger Grocery & Baking 





er 





B-2 Present div. well covered despite sharp drop in sales. 





*R. H. Macy & Co. ......++.. éveee 


3.62+ 





Believed to have been quite hard hit recently by declin- 
Ing sales and prices. May do better in the Fall. 





wkMay Dept. Stores................. 


Many of the stores operated in industrial cities which 
have felt full brunt of depression. 


C-2 





Montgomery Ward & Co, 


12% 








Six months’ sales down 22.8%. Strong financially, 


os but must still digest much reckless expansion. 





*xNational Tea Co. 


10 3% 


60 








Sales 28 weeks to July 16 off 13.2%, but earnings 


BS hold better. 








Desplte sharp drop in earnings and possibility of div. 











sas Se ee aniennial -e 813 0.81 34 20 Nd l. 
oe = as sams eens = - os reduction, present price does not appear over-high. 
wBafoway Stores, Ino. ....-.....-+ 5.68 §=62.79 = 59% 80% 48 5 10.4  B-2 Full bene%t of MacMarr acquisition not yet obtained. 
Sales for the 28 weeks to July 16 off 21.2%. Re- 
e@ Sears, Roebuck & Co. ............ 2.47 NF 37% 9% 22 C-1 cently helped by rise In certain agricultural com- 





modities. 








wF. W. Woolworth Co.............. 


4.24 


NF 


45% 


2.40 


B-1 Last year’s earnings include large non-recurring profit. 





B First six months. 
earning divid: 


end, 


NF Not available. 
a Paying, but not earning dividend. 


+ Twelve months to Jan. 31, ’32. 


¢ 53 weeks to April 2, 32. +24 weeks to June 18. %Paying and 
@ Not paying dividend, but earning something. 


* Plus extras. 
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Bonds Reflect Increasing Demand 


Broad Recovery in Values Has Automatically Ended Forced Liqui- 
dation, Bolstered the Banking Position and Replaced the Recent Down- 


ward Spiral of Deflation With a Rising Spiral 


of Confidence 


By J. S. WrititiaMs 


N the bond market, as elsewhere, nothing succeeds like 

success. The spectacle of steadily rising prices day 

after day and week after week has banished investment 
fear. The higher prices have rallied, the more confidence 
has been bolstered. Instead of the downward spiral of 
deflation in which fear fed upon fear and forced liquida- 
tion worked havoc throughout the spring, we now have an 
upward spiral. 

The expansion in market valuations as compared with 
the low of the year amounts to many billions of dollars. 
This is of both real and psychological importance. It, of 
course, puts an automatic end to necessitous selling, ex- 
pands the security behind a vast total of collateral loans 
and thus lifts a heavy burden from the banks. As the 
movement begets confidence, more and more investors, both 
individual and institutional, come into the market. 

While the public is traditionally credited with rushing 
to buy stocks only when prices are rising, the same quirk 
of human nature appears to apply 


slump, culminating in December. While prices are above 
the lowest of last December, they are still far below the 
highest level of 1931. Many issues may seem high in com- 
parison with recent low prices, but this is an entirely abnor- 
mal basis of comparison. We are still far from a bull 
market in bonds. The recent recovery would have to be 
considerably more than doubted to get back to the best 
level of 1931. 

The popularity of the speculative rails is somewl.at 
puzzling, At the lowest prices of the year these bonds 
as a group had more than discounted all adversities in 
the railroad situation. Many sold at prices which, as this 
publication pointed out, probably would not be justified 
even by receivership and reorganization. From such a 
level, a mere change in psychology and a more hopeful 
attitude are sufficient to justify substantial recovery. 

At the present greatly higher prices, however, it would 
be the part of wisdom for prudent investors to realize that 
the troubles of the weaker rail- 
roads are fundamental and real. 





to all markets. Certainly the con- 
trast between the abject lack of 
demand for bonds when prices 
were at bargain levels two months 
ago and the present confident de- 
mand at much higher prices— 
prices in some instances double the 
year's low—is one of the most re- 
markable financial phenomena of 
the abnormal era through which 
we have passed in recent years. 

Despite the protracted advance, 
there is at this writing no sign of 
a let-up in the movement. In- 
deed, activity has tended to in- 
crease and the daily advance re- 
cently has been widening. In some 
respects the rally is assuming a 
speculative tinge, especially in that 
the greatest forward momentum 
tends to center in more specula- 
tive issues, especially in secondary 
rail bonds. 

On the average, the market has 
now recovered approximately 75 
per cent of the loss from the high 
point of 1932, which was estab- 
lished last March on the rally 


PAIGE SCALE 


THE M.W.S. BOND PRICE AVERAGES 


SECOND GRADE RaiLs 


They have not suddenly vanished 
and confidence alone wil! not cure 
them. The railroads need traffic. 
A very substantial busi .ess revival 
will be necessary to restore earn- 
ings of most roads to a level which 
will cover fixed charges. In rela- 
tion to subnormal business, not a 
few roads have excessive capitaliza- 
tions. This burden has not been 
reduced in the depression. On the 
contrary, it has meen increased. 
During the first half cf this year, 
in order to borrow from the Re- 
construction Finance Corporation, 
the railroads of the country were 
forced to issue $723,808,347 in 
securities, of which $603,428,150 
represented mortgage bonds. This 
new debt carries a rather high rate 
of interest. 

Any degree of business improve- 
ment this autumn will be gratify- 
ing, but only a material and perma- 
nent improvement can restore rail- 
road credit. The markets are ex- 
pressing a confident hope that such 








which followed the acute 1931 





1932 ; (Please turn to page 528) 
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Appraisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed on the largest number of issues. 
It is naturally understood that all the issues men- 
tioned do not constitute recommendations, although the 
relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 
income-bearing securities at this time, we have 
“starred” those which appear to us the most desirable 


on an investment basis. 


The Magazine of Wa 


BonD 


Generally, commitments 


Should be assumed in accordance with the discussion 
on the previous page. 


Inquiries concerning bonds should be directed to our 


Personal Service Department. 


Note: Two considerations present themselves to the 


investor in relation to any bond today—the credit 
standing of the company and the current earning posi- 
tion. In appraisal, therefore, it is desirable to compare 
the price peak of 1929 and the number of times fixed 
charges were earned in that year with the relationship 
existing between price and earnings today. 
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votal Amount Fixed Charges Price 
funded of this times earnedt —~, : 
Company debt issue 1929 Yield to 
(mil’ns) (mil’ns) 1929 1930 19381 High Recent Maturity COMMENT 
Atch., Top. & Santa Fe Gen’l 4s, 19956..... $11 154 5.6 3.9 2.8 95 88 4.6% High grade investment, 
Baltimore & Ohio Conv. 4%s, 1960........ 627 63 2.0 1.7 11 cs 8 8 13.2 Unsecured obligation of road which has 
large maturities the near future, 
Value for the conversion privilege remote. 
Chicago & Eastern Illinois Gen. 5s, 1951.. 103 82 12 Def Def 8% 14 Outlook doubtful. Poor and has 
— _ extensively from R. F. C. and 
Chie., Burlington & Quincy Gen’! 4s, 1¥68.. "220 98 4.1 3.3 2.4 98% 90 4.7 Slightly lower in grade than Atch. Gen. 4s. 
Chic., Rock Is. & Pacific Gen’l 4s, 1988.... 322 100 2.2 1.6 1.0 91 71 5.7 Unlikely to be disturbed whatever happens. 
Delaware é & Hudson Ist & Ref. 4s, 1943... _ 59 49° 2.6 1.3 1.0 94%, 82 6.3 Represents large proportion total debt. 
Great Northern Ist & Ref. 4%s, 1961...... 356 72 2.4 2.0 1.3 98 18 6.1 Businessman’s investment—subject to prior 
liens totaling 104 million dollars, 
%Kansas City Terminal Rly, 1st 4s, 1960.... 50 50 no oie ‘ 90% 87 4.9 teed unconditionally by 12 important 
roads, including the Atchison, Union 
Pacific and the Burlington. Highest grade. 
Louisville & Nashville Unified 4s, 1940..... 237 70 2.2 1.6 1,1 95% 88 5.9 Reasonably strong issue. 
% Missouri, Kansas & Texas lst 4s, 1990.... 107 39 3.2e 28 138e 89 77 5.3 © Earnings Missouri-Kansas-Texas, successor 
company. Fairly strong investment, 
Missouri, Pacific Ist & Ref. ‘‘F’’ 5s, 1977.. 410 224 1.7 1.4 1.1 100% 34 14.7 Road heavily over-capitalized. 
N. ¥. & Harlem R. BR. Ref. (Now Ist) 670 12 2.8b 1.6b 1.0b 85% 75 4.7 b Earnings N. Y. Central, guarantor—High 
S%s, 2000 te eeterestteeeesessetestetss grade, 
N. ¥. Central & H. R. Mtge. 3%s, 1997... 670 94 2.8a 16a 1.0a 86 74 4.8 a —- N. Y¥. Central System—strong 
issue. 
N. Y¥., Chicago & St. Louis Ref. C 4%s, "78 148 86 2.2 1.6 1.0 97 27 = ~~ Current earnings running far 
elow charges. 
N. ¥., N. H. & Hart Conv, Deb. 6s, 1948.. 260 39 2.4 2.0 1.6 137 83 7.9 Speculative, though outlook now improved. 
*N. Y., N. H. & Hart. River & Port 
Chester Ist 4s, 1954 ....... eoecoccescnces 260 15 2.4 2.0 1.6 90% 78 5.8 High grade railroad investment. 
Norfolk & Western Ist Cons, 4s, 1996...... 101 41 9.3 7.1 5.4 92% 92 4.4 Exceedingly high grade investment, 
Oregon-Wash. R. R. & Navigation Ist & 
Ref. “‘A” and “BY” 4s, 1961............ 78 55 8 5 2 91 78 5.5 Guaranteed by Union Pacific. 
% Pennsylvania R. R. Cons. 4%s, 1960...... 608 93 23 #19 413 101% 9% 4.8 Strong investment issue. 
Reading Co, Gen’l & Ref. ‘‘A’’ 4%s, 1997.. 122 74 2.9 2.0 14 99% 80 5.6 Road heavily capitalized. 
St. Louis-San Fran. Prior Ln. ‘‘A’’ 4s, 1950 286 180 1.8 1.5 8 89% 18 es **Reorganization’’ of some sort likely. 
Southern Railway ist Cons, 5s, 1994....... 291 92 2.0 1.5 7 110 15 6.7 Medium grade investment, 
Southern Pacific Ist Ref. 4s, 1955......... 683 144 2.5 2.1 1.2 98% 78 5.7 Moderately strong issue. 
% Union Pacific Ist R. R. & L, G. 4s, 1947... 362 100 3.9 8.5 2.7 95 ¥. 94 4.6 High grade investment. 
West Shore R. R. ist 4s, 2361............ 870 49 2.8c 1.6c¢ 1.0c 89% 74 5.4 ec Earnings N. Y. Central, lessee—High grade. 











Public Utilities 






































Total Amount Fixed Charges Price 
funded of this times earnedt 
Company debt issue 929 Yield to COMMENT 
(mil’ns) (mil’ns) 1929 1930 1931 High Recent Maturity 
Am. Gas & Electric Deb. 6s, 9088........ 197 60 26 #84 %S2 #£497% +80 #£«363 Among the better holding oo. investments. 
American Water Works & Electric Deb. Moderate decline in recent earnings. A 
A? Ge, ITE .ncccccccse ccccccccccccce 188 il 156 14 14 106% 6.1 fair holding company investment. 
Am. Tel, & Tel. Coll. 5s, 1946.......... eee 468 et 7.0 6.1 6.4 104% 103 4.7 High grade investment. 
Buffalo Gen. Elec. Gen. & Ref. ‘‘B’’ 4%, 
LR: RE Se ieasentessnaneeta ae 30 4.7 4.0 3.5 98 4.6 Better grade investment. 
Central Ill, Pub. Ser. Ist & Ref. ‘‘F’’ 4%, 
rer rr caccocccccsecsccce BB 65 2.4 23 2.0 97% 72 6.6 Former Mid Wesf control affects standing. 
Columbia Gas & Electric Deb. 5s, 1961.... 162 108 4.6 3.9 2.9 “ 79 6.6. Bank joans reported to have been reduced 
: =: $33,000,000—against a high of $44,000,- 
Eaten Nene aoee ee 7 
Consumers Power lst & Unif. 4%, 1968... 93 68 5.2 4.5 3.7 98% 94 4.9 Com’nw’lth & South. control. High grade. 
*x Detroit Edison Gen. & Ref. ‘‘D’’ 4%s, 1961 129 119 3.3 2.9 329 ae 94 4.9 Strong investment. 
Duke-Price Power Ist ‘A’ 6s, 1966....... 40 36 1.1 1.2 12 106% 652 # 11.8 Relatively thin equity. 
Duquesne Light Ist ‘“A’’ 4%s, 1967...... . oe 70 5.3 6.8 5.4 100% 98 4.6 High grade investment. 
Electric Power & Light Deb, 5s, 2080...... 271 $1 1.7 1.5 14 es 58 8.6 Thin equity. Only some o% of subsidiary 
opera: ilable for interest on 
: this issue. 
Georgia Power ist & Ref. 5s, 1967..... ace 228 98 2.8 2.7 2.2 28% 82 6.3 Reasonably good investment. 
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Public Utilities (Continued) 




















Earning Public Service Corp., N. J.—High- 
est grade. 

Medium grade. 

Recent economies make for somewhat better 
protection. 


xUnited Electric N. J. Ist 4s, 1940........ 19 


Utah Power & Light Ist 5s, 1944... 87 
Western Union Deb. 58, 1951.......ceee00 15 


Total Amount Fixed Charges Price 
funded of this times earnedt 
Company debt issue ——-——~——_——,,_ 1929 Yield to COMMENT 
(mil’ns) (mil’ns) 1929 1981 High Recent Maturity 
Illinois Bell Telephone Ist & Ref. 5s, 1956 49 105 104 4.7 Exceedingly strong issue. 
Louisville Gas & El. Ist & Ref. ‘‘A’’ 5s, 52 931 27 104 100 5.0 Good investment caliber. 
Metropol’n Edison lst & Ref. ‘‘D’’ 4%s, ’68 41 40 99 76 6.2 Fixed charges still being earned by good 
margin. 
New York Edison Series ‘‘B’’ 5s, 1944 85 6.0 6.9 105 104 4.6 Strong investment issue. 
x. Y. Power & Light Ist 4%s, 1967. 66 80 8§6=6.3.0 95 88 5.3 Better grade issue. 
North American Deb. 5s, 1961 25 2.1 2.2 81 6.5 Holding co. obligation having merit. 
Oklahoma Gas & El. Ist 5s, 1950......... 34 2.8 2.9 83 6.6 Expiring franchi all d satisfac- 
torily. No more expirations before 1934. 
Pennsylvania Pwr. & Lt. Ist 4%s, 1981.. 121 2.6 2.7 88 5.2 Reasonably strong investment issue. 
Pub. Serv, No. Illinois Ist & Ref. 4%s, ’81 40 2.6 2.6 17 5.9 A businessman’s investment holding. 
a Puget Sound Pr. & Lt. Ist & Ref. 5%s, '49 36 1.9 9 70 8.9 Medium grade issue, 
2.9f 4.6 
2.1 
5.3 
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Industrials 


bts ol — — ee Price 
un ° 8 mes earne —_— 
Company debt issue ————--—-,_ 1929 Yield to COMMENT 
(mil’ns) (mil’ns) 1929 1981 High Recent Maturity 
Abitibi Power & Paper Ist ‘‘A’’ 5s, 1953.. 54 49 2.6 1.3 85 22 Newsprint hard hit. In default. 
Aluminum Co. of Am. Deb, 5s, 1952 38 36 ae 3.5§ 103% i 94 Medium grade obligation. 
American International Conv. 5%s, 1949.. ‘1 21 1.6 1.1 16 Asset value 12/31/31;: $1,275. 
American Radiator 44s, 1947............ 10 10 22.4 90 Strong issue, but business hard hit. 
25 4.8 89 Medium grade investment. 
Chile Copper Deb. 5s, 1947 ; a 35 11.0 Copper tariff obscures outlook. 
Com’! Investment Tr. Conv. Deb. 544s, 1949 Substantial margin of safety in earnings. 
Int, Cement Conv. Deb. 5s, 1948 18 Hard hit by construction curtailment. 
Lehigh Coal & Nav, Cons. ‘‘A’’ 4%4s, 1954. High grade issue, 
McKesson & Robbins Conv. Deb. 544s, 1950 Company in uncertain financial position. 
National Dairy Products Deb. 5%s, 1948.. Among the better industrial debentures. 
National Steel Corp. Ist Coll. 5s, 1956.... Industry hard hit—Medium grade. 
Pennsylvania-Dixie Cement Ist 68, 1941... Hard hit by the slump in construction. 
xProcter & Gamble Deb. 44s, 1047 In the highest class of industrial investment. 
Remington Rand Deb, ‘‘A” 6%s, 1947.... Speculative—Outlook uncertain. 
Sun Oil Deb, 5448, 1930......cccccccccccs “Medium to strong’’ issue. 
xSwift & Co. Ist 5s, 1944........cccccccee Well secured bond. Rise in meat prices 


helpful. 
Youngstown Sheet & Tube Ist “‘A’’ 5s, '78 
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Unsatisfactory earnings continue. 





Es 
z 





Short Term Issues 


Amount Fixed charges 
of this times earned 
Companv Due issue aoe Yield to COMMENT 
date (m‘llions) 1930 1931 Pri Maturity 
Aliis-Chalmers Deb, 58.............. . 15 5.4 10.0 Drastic recession in recent earnings. 
An. Sugar Refining Deb. 6s. Tos &* 8 6.2 5.3 Being steadily retired. 
Atlantic Refining Deb. 5s 14 4. 5.0 Reasonably safe investment. 
California Gas & El. Unif. & Ref. Mtge. 5s a Assumed obligation Pacific Gas & Electric. 
xChicago Gas, Light & Coke Ist 5s x Exceedingly high grade investment. 
Colorado & Southern Ry. Ref. & Ext. 4%s i Recent earnings off badly. 
Commercial Credit Notes Series ‘‘A” 6s.. 1 Sound medium grade issue. 
Con. Gas El, Lt. & Pwr. (Balt.) Gen. 4%s Strong investment, 
Cudahy Packing Deb, 5%s Rises sharply on higher meat prices. 
Denver & Rio Grande Cons. (now Ist) 4s.. Earnings Denver, Rio Grande, Western, 
successor company. 
Of the highest class. 
Businessman’s investment. 
‘“‘Medium to high’’ grade issue. 
Normally a wide margin earned over int. 
requirements, High grade. 
Guaranteed by Bethlehem Steel, 
Gilt-edged. 
High grade issue. 
Of the highest grade. 
‘‘Medium to high’’ grade obligation. 
No refunding difficulties anticipated. 
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Detroit Edison Ist & Coll. 5s 

General Motors Acceptance Deb. 6s....... 

OOM Ol) Demi: Btin sss ss <ascac's eens 
xHumble Oil & Refining Deb. 5s 


2% 
eo 
o t0 





o 
ole 
gli 


Midvale Steel & Ordnance Cons. 53 
*xNew York Telephone Ist & Gen. 4%8..... 
Norfolk & Western Imp. & Ext. 6s 
wPacific Tel. & Tel, Ist & Col. 58......... 
Pennsylvania R, R. Sec. CHEB. ..ccrccccee 
Union E 
& Ext. 5 
V’ginia Rail & Pr, Ist & Ref. (now 1st) 5s 7.1. 3.2 3.1 
W'n N. Y. & Pennsylvania R. R. Ist Ss.. 1.1. 10 1.9 1, 93 


* Our preferences in above list. § Indicated approximately. NF—Not available. 

th t Fixed charges times earned is computed on an ‘‘over all’ basis. In the case of a railroad, the item includes interest on funded debt and 
o wd debt, rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, 
Subsidiary preferred dividends, minority interest, ete. 
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Strong issue. 
Penn. R. BR. control—good investment. 
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Will Government Aid Help Rails? 





RE the rails on the mend? 
Have they really turned 
the corner? These queries 

have been prompted quite largely 
by the recent big upswing in stocks 
and bonds, notably in many rail- 
road issues. When Atchison com- 
mon sells at an advance of over 
$30 a share, Union Pacific is up 
more than $35 a share within less 
than two weeks, and the premier 
bond of each of those companies 
advances 10 points or more within 
about the same period, it is perfectly 
natural to assume that something im- 
portant has happened to the railroads. 

It is far easier to give’ a reaspnably 
definite reply to the first of these ques- 
tions than to the second. The late 
Paul M. Warburg, international banker 
of world-wide repute, said late in 1930, 
in discussing the immediate outlook: 
“We are suffering from a world sick- 
ness, and the patient does not get well 
rapidly.” 

In the 18 months that have inter- 
vened, the “patient,” in different parts 
of the world, and in various respects, 
has at least shown signs of improve- 
ment, but is still, in most cases, far 
from well. 

So with the railroads, they have had 
a sorry time of it since late in 1929, 
when their earnings began to slump 
badly. They have been getting sicker 
and sicker continuously until quite re- 
cently. Of late they have been “on 
the mend” as to some features of their 
position, but whether they actually 
have “turned the corner” is not alto- 
gether certain. 


Nearby Receiverships Averted 
Through the Railroad Credit Cor- 


poration and Reconstruction Finance 
Corporation, the probability of — re- 
ceivership has keen averted for this 
year anyway. This is highly impor- 
tant, as that misfortune would have 
befallen some of the largest systems in 
the United States, except for the timely 
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By Prerce H. Futton 


Recent Developments Have Important Bearing on Recovery: 


Reconstruction Corporation Loans 
Eastern Consolidation 

Favorable Rate Decisions 
Equipment and Maintenance Loans 
Co-operation Among Executives 
Public Advisory Board 

Western Roads Support “Czar’’ 


operation of these two organizations. 
Some, of those big systems could not 
even earn all of their operating ex- 
penses during the first four or five 
months of this year. This meant not 
a dollar for fixed charges, which in the 
case of most of those very roads, have 
been extremely heavy for some years. 
Of course, the price paid by the rail- 
roads for this assistance has been still 
more debt and interest charges, which 
can only be borne or relieved by very 
material increases in gross business 
sooner or later. 

But in other respects there has been 
constructive improvement. For in- 
stance, Southern Pacific, embracing 
over 13,000 miles of rail lines, not to 
mention an extensive steamship sys- 
tem, could not earn all of its operating 
expenses for the first four months of 
the current year. For May and June, 
however, there was sufficient net rail- 
way operating income to eliminate the 
loss for the earlier months. The earn- 
ings of other railroads have pulled up 
proportionately, or even better. Still, 
for the first half of 1932, there were 
(9 out of 167 Class I roads reporting 
that operated at a loss. 

The two other encouraging features 
of recent news with respect to the rail- 
roads have been an avowed determina- 
tion on the part of the executives to 
solve their own problems, to a greater 
extent than previously, and a seemingly 
pronounced change in the attitude of 
the Interstate Commerce Commission 
toward the steam carriers. What is 









wanted now is more real team 
work. 

A weak feature in the position 
of the railroads for many years has 
been a notable lack of co-operation 
between the executives and the 
I. C. C. They have pulled apart 
more than together. Each has 
distrusted the other and each has 
taken the position that the other 
was trying “to put something 
over.” Consequently, until the 
present year, the executives often 

have felt that the decisions of the Fed- 
eral regulatory body were not only 
adverse, but unfriendly and_ even 
hostile. The members of the Commis: 
sion frequently have indicated that 
they felt the executives were falling 
far short of doing what they could and 
should to help themselves, and were 
blaming the Commission mostly for 
their own sins of omission and com 
mission. 


More Favorable Freight Rates 


To the credit of that body it should 
be noted that it began to make deci 
sions more favorable to the railroads 
before the executives as a whole pub: 
licly pledged themselves to do all in 
their power to bring the steam roads 
back to normal. 

Take four important cases in which 
the I. C. C. has rendered a decision 
during the past eight or nine months. 
Tirst, the application of the railroads 
for a general 15% increase in freight 
rates. This the Commission denied but 
offered a substitute plan which was not 
acceptable to the carriers. In its place 
they submitted still another which re 
culted in the present Railroad Credit 
Corporation. Approval of this plan 
hy the Commission meant rejection of 
its own scheme and practically com 
plete reversal of the position taken 
turning down the application for the 
15% increase in freight rates. _ 

Next may be mentioned two impor 
tant rate cases involving primarily 
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Atchison and Southern Pacific in Cali- 
fornia. In June of this year the Com- 
mission dismissed a complaint of the 
California Growers & Shippers Pro- 
tective League against those and other 
California railroads, and held that the 
higher rates charged on fresh deciduous 
fruits, other than apples, against which 
the complaint was made, were not un- 
reasonable. Previously the Commis- 
sion had held just the contrary and had 
ordered reductions. The chief reason 
given for the complete reversal was “a 
change in conditions.” 

Three weeks later the I. C. C. dis- 
missed a complaint of the Pacific Coast 
Vegetable Growers & Shippers Trans- 
portation Committee, that the rates on 
lettuce and other fresh and green vege- 
tables shipped from California and ad- 
joining states were unreasonable. The 
Commission held that the evidence of 
the complainants was not “convincing.” 


Eastern Consolidations 


Most recently is the decision on the 
application of the eastern roads for a 
four instead of a five-system grouping. 
The latter was promulgated by the 
Commission. There never was a good 
reason for a fifth system, particu- 
larly the one that it designated, as 
it had the Wabash at its head and in- 
cluded the Seaboard Air Line—weak 
lines then—and both of which have 
been in receivership for sometime. 

In completely reversing itself on the 
desirability of a five-system grouping, 
the Commission said: “Since the pub- 
lication of our plan in 1929, and more 
especially in the consideration of the 
evidence upon this record, it has be- 
come increasingly apparent that no 
workable plan of consolidation in con- 
formity with the law, can be devised 
which calls for more than four systems 
in Eastern territory, 


roads to the respective systems that 
originally bought control. 

The Commission, at a time when 
both roads were hard pressed finan- 
cially, and the position of the railroads 
as a whole was about the worst, began 
an investigation of the purchase by the 
Rock: Island of 25,000 shares of St. 
Louis-San Francisco common stock, 
and the purchase by that company of 
Gulf, Mobile & Northern shares. A 
hearing was held in New York some 
months ago. Just recently the Com- 
mission announced it had discontinued 
the investigation, but in the majority 
opinion censured the officials and 
directors of the two purchasing roads 
for their acts in connection with the 
transactions. In the minority opinion 
the belief was expressed that the Com- 
mission had gone in where it did not 
belong. 

In a word, the trend and tenor of 
these and other decisions have indi- 
cated clearly a better realization by a 
majority of the Commission of its mis- 
takes and likewise of the changed con- 
ditions surrounding the railroads, and, 
further, a commendable disposition to 
be helpful to them rather than to 
abrogate and exercise greater authority. 

The proposai of the Reconstruction 
Finance Corporation to loan money to 
the railroads to “take up” deferred 
maintenance of equipment roadway 
and structures and even to buy new 
cars and locomotives, is the latest step 
on the part of governmental agencies 
with respect to the railroads. Appar- 
ently this move is not intended to help 
them as much as it is the railway equip- 
ment companies and to make a better 
market for all the materials that would 
go into the work involved, and to in- 
crease employment. While both of 
the latter are highly desirable, it has 
been and still is a question whether the 


railroads should contribute to these 
ends by borrowing millions of dollars, 
even with interest deferred, in addition 
to the big amounts already borrowed 
to keep out of receivership, particularly 
when the need of the improvements 
is not definitely in sight. 

The attitude of railway executives, 
particularly of late, toward the critical 
position of the steam carriers, has been 
highly commendable also. They have 
worked harder than ever before, given 
greater attention to the privileges and 
rights of the public, while the outstand- 
ing leaders have shown decidedly more 
inclination to co-operate with the 
Loc 

In a statement “To the American 
Public” on July 20, the Association of 
Railway Executives, representing 92% 
of Class I mileage, pledged its members 
“to avoid all preventable waste in the 
competitive relationships between them- 
selves and to devise and apply the most 
feasible methods for meeting new com- 
petitive conditions.” “This,” the state- 
ment asserted, “is their part in the 
solution of the transportation problem.” 


Czar in the West 


In order to make good on this 
pledge, a plan is well advanced for the 
appointment by the western roads of 
a so-called “Commissioner,” or “Czar,” 
who will undertake to settle all com- 
plaints arising from undue competitive 
activity for traffic, and other disputés 
as well. The eastern roads propose 
to accomplish the same ends through 
a traffic organization and the Eastern 
Presidents Conference. 

The comprehensive reorganization of 
the official force of the Southern Pacific 
Co., that went into effect on August 1, 
reflected the ineffectiveness of its 
regional system of officers, under pres- 
2nt competitive con- 





excluding New Eng- 
land.” 

In the allocation of 
individual railroads 
under the four-systerm 
grouping the Com- 
mission also turned a 
complete somersault. 
Whereas it had re- 
quired the C. @ O. 
—Nickel Plate  sys- 
tem to divest itself of 
its Wheeling & Lal-c 
trie stock and trust-~ 
It, and the B. & O 
to do the same with 
Fespect to its hold- 
ng of Western 
Maryland, in its de- 
cision approving the 
four-system plan, it 
Save each of these 
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ditions, the extreme 
necessity of getting a 
larger volume of 
trafic, the having of 
a centralized organi- 
zation in advance of 
general railroad con- 
solidation, and the 
forestalling of pos- 
sible adverse action 
by the I. C. C. on 
its hitherto somewhat 
top-heavy and expen- 
sive official force. 
Railway executives, 
investment bankers 
and a prominent se- 
curity owners associa- 
tion have underway a 
highly © significant 
(Please turn to 
page 524) 
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ATLANTIC REFINING 





Further Improvement Expected 
One of Oldest and Soundest of Oils Bet- 





ters Earning Position as Petroleum Industry 


HE long-awaited turn for the bet- 
ter in the petroleum industry 
has appeared more evident with 

each passing week and various leading 

oil companies, heavily in the red last 
year, are again reporting profits. 

- Representing the first industry to show 

definite signs of emerging from depres- 

sion, oil securities now command a 
growing measure of investment and 
speculative confidence. 

Among the oldest and soundest units 
in the industry, the Atlantic Refining 
Co. has made particularly encouraging 
progress this year. For the six months 
ended June 30, its net earnings 
amounted to $3,185,000 after all 
charges, including conservative allow- 
ance for depreciation and depletion and 
after the deduction of $929,000 for in- 
ventory adjustment. This compares 
with a net loss of $4,013,000 in the 
first half of 1931. 

On the 2,696,642 shares of $25 par 
value common stock, the half-year 
net was $1.18 per share. The major 
part of this improvement occurred 
during the second quarter, earnings 
for that period being $2,750,000, or 
$1.02 per share of common, as com- 
pared with net profit of $435,000, 
or 16 cents a share, in the first quar- 
ter, and with net loss of $1,850,000 
in the second quarter of 1931. 

Thus, earnings for the second 
quarter alone slightly exceeded the 
company’s conservative annual divi- 
dend of $! per share: On a seasonal 
basis, it appears probable that third 
quarter earnings will show still fur- 
ther expansion. Earnings for the 
year will be the largest since 1929, 
when the record-breaking total of 
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Turns Upward — Further Gains Expected 


By Warp Gates 





$17,332,418 was shown. During the 
first half of this year the company has 
earned substantially more than in the 
entire year 1931 when net was $513,- 
750, and more than in the entire year 
1930, when net was $2,742,688. 

Atlantic Refining is one‘of the few 
oil companies which has been con- 
sistently able to avoid deficits even 
under adverse conditions. Its record 
has to be searched back to 1921 to find 
an annual loss. Since that time earn- 
ings have averaged $5,710,116 a year 
or $2.12 per share on the common 
stock. 

On the basis of the second quarter 
profit showing and the continuing gen- 
eral improvement of the industry, it is 
apparent that the company has a good 
chance this year to exceed the average 
earnings of the last twelve years. With 
this prospect, market appraisal on the 
conservative ratio of ten times earn- 
ings suggests that a price somewhat 

















Ten Years With Atlantic 
Refining 

Net Income 
OE Pa, PoE BEE $835,634 
OR Si ee 4,698,374 
SREP REE hy Se eee TS 7,167,150 
NN  asscea aa vis ising 7,021,335 
Baie ea skis 2,815,715 
NON cis ee tanta coe cause 16,848,807 
ON ee . Seok 17,382,418 
ice ibess 1c cape 2,742,688 
ORCS Sipe ree ieee Kiw’ 513,700 
1982 (First Six Months)...... 8,185,000 


















above 20 would not be unreasonable 
for this issue. 

A few weeks ago Atlantic Refining 
sold at 8%. This was before the im 
proving trend of the industry was 
recognizable and was due also to the 
stock market’s general deflation. Since 
then the combination of specific im- 
provement in the oil industry and fast 
rally in the market has carried the issue 
up to a present price of 15Y2, or ap 
proximately double its bear market low. 

After a movement so_ extensive, 
hasty purchases, of course, cannot be 
advised. Regardless of the general 
market movement, however, as long as 
present favorable trends in this indus 
try are maintained there is little rea- 
son to expect Atlantic Refining to ap- 
proach its old low, nor can it be held 
that present quotations overly discount 
the longer future.. Accordingly, the 
stock would appear a promising specu’ 
lation if purchased during any period 
of substantial market reaction. 

Atlantic Refining was organized 
in 1870 and long was a unit of the 
original Standard Oil Co. It has 
operated as an independent since 
1911. In recent years emphasis has 
been placed upon an expansion of 
marketing and refining facilities. At 
the same time, through subsidiary 
producing and pipe-line companies, 
important production has been de: 
veloped in the Mid-Continent and 
Texas fields. As a result, the com 
pany is well integrated and unusu: 
ally efficient. Its chief refineries are 
at Philadelphia, Franklin and Pitts 
burgh, Pa., and at Brunswick, Ga. 
The company’s. pipe lines to the 

(Please turn to page 522) 
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Taking the Pulse of Business 


—More Commodities Join Price Rise 


—Textiles Show More Activity 


—New Orders Gain 
HE great question on 
q all lips today is 
whether the spectacu- 
lar rise in securities and 
basic commodity prices will 
prove to be the forerunner 
of a genuine recovery in 
business or whether it is just 
another flare-up of hope that things will be better. The 
question is well justified, for except for certain purely 
seasonal gains which normally put in an appearance at 
this time of the year, there is no doubt that the physical 
volume of production and trade in the great majority of 
leading industries has yet to record any evidence of mov- 
ing upward, and in some lines is still receding, though at 
perhaps a less rapid pace than last year. Most of the 
Business Indexes show, at best, a static position. It will 
be noted on the chart below that Business Activity has 
continued at a level about 30% lower than last year for 
close on to three months. The fact that further reces- 
sion is not taking place, however, gives ground for the be- 
lief that this may later turn into a more favorable trend 
a few weeks hence. This is also borne out by the moder- 
ate rise in our New Orders graph for the past two months 
which offers a hint that a sufficient backlog of unfilled or- 
ders is being allowed to accumulate so that some of the 
larger plants may resume operations at a more economical 
and active rate after the summer shutdowns. 
American business history of the past hundred years 
shows that it is more the rule than the exception for both 
stock and bond prices to anticipate improvement in Busi- 


—Consuming Industries Lag 
. —Oils Still in Favorable Trend 
—Retail Trade Fails to Gain 


ness Activity by varying 
lengths of time. But, it has 
been a rare exception for 
commodity prices to assume 
the lead. In the present in- 
stance, however, both pro- 
duction and consumption 
have been at phenomenally 
low levels for many months. A huge potential replace- 
ment demand has been built up. Stocks of both raw ma- 
terials and finished products are low and the setting is 
favorable to further advances in the trend of commodity 
prices. 

An examination of the graph below reveals a turn in 
the general index as far back as June and a strengthening 
trend since. Much of the gain is due to an improvement 
in foods and farm products generally. It is however, 
significant to note the strength in chemicals, which are 
somewhat prophetic in their action, because of the part 
which they play as raw materials in so large a number of 
industries. During the past fortnight the upward price 
tendency has spread to other groups, as can be seen below, 
everything except house furnishing goods registering some 
degree of gain. This movement may well extend itself 
further, not only from broadening demand but also from 
speculative influences and the desire of large consumers of 
raw materials to hedge their position. The strongest force 
making for still higher commodity levels, however, is more 
likely to develop from the present policy of the Adminis- 
tration and powerful banking interests, through the agen- 
cies created for producing a plethora of money and credit, 
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once normal consumption begins to manifest itself. The 
danger is that prices, under these circumstances, may re- 
spond to inflationary measures and run far ahead of busi- 
ness conditions just as the stock market, as revealed by the 
Common Stock Index line on the Barometer chart, already 
has ceased to follow the trend of business progress and has 
advanced markedly, while the Business Activity Curve has 
yet to reflect any real progress. 

Of course the gain in security prices is not without 
benefit in a business sense. But price rises in themselves 
should not be mistaken for business improvement. Prices 
may anticipate substantial industrial revival but its arrival 
can only be recognized and accepted when it is evident in 
the position of leading industries. So far the evidence is 
not impressive. 


The Trend in Major Industries 


It is true that coal movements have recently been larger, 
suggesting a somewhat more active demand from manu: 
facturing industries, but on the other hand electric power 
output, which should be among the first to reflect higher 
industrial activity, actually declined slightly in the open- 
ing days of August. Sentiment in the steel industry is 
reported more cheerful but no reflection can be found in 
the decline in orders of the Steel Corp. nor in the present 
rate of activity which remains at the unprofitable level of 
around 15% of capacity. This, however, is scarcely sur- 
prising when the low level of automobile output is con- 
sidered and the dullness prevailing in all lines of construc- 
tion work. Some pickup may occur in building through 
Reconstruction loans and the functioning of the Home Loan 
Bank during the fall months but the Steel industry cannot 
expect any surprising order volume from automobiles in 
the near future. 

Production of motor cars which has been closely aligned 
to sales, has been on the decline since June and now 
amounts to little more than half the rate at this time a year 
ago. Much of the severity of this decline may be at- 
tributed to loss of momentum from the introduction of new 
models by Ford, and leading producers have not yet ex- 
perienced the quickening demand that might have been ex- 
pected from the enthusiasm displayed in the securities and 
commodities markets. Therefore, earnings reports for the 
majority of the 





construction, and in railroad repair and equipment which 
is being urged by government agencies, as well as larger 
demand from other large consuming industries no substan. 
tial betterment can be looked for in the position of the 
non-ferrous. metal industries. 


Two Bright Spots 


The petroleum industry constitutes one of the bright 
spots in the present situation. The industry continues to 
demonstrate that it has learned the lesson of control and is 
determined to better itself on that basis. Proration is still 
being enforced in the principal producing fields so that 
crude production and the amount of motor fuel in storage 
shows a fairly satisfactory decrease in recent weeks. Of 
course the decline in automobile sales has shown some effect 
in the rate of gasoline consumption but the activity in the 
purchase of used cars is an offsetting factor. With prices 
well above a year ago there are prospects that profits which 
resulted in generally favorable earnings for the second 
quarter will be continued for the third. 

Another spot of improvement is discernible in the tex- 
tile industry, although there is some question as to how 
long this will continue. It must be remembered that many 
of the mills reported as opening up and increasing em: 
ployment, have been shut down for some time and are now 
active on an accumulation of orders and an active demand 
from jobbers for delivery from three to four weeks earlier 
than is usually the case. It is reasonable to expect that the 
present, or even a better rate of activity, will continue until 
mid-September when new demands must materialize if a 
setback is to be avoided. Cotton gray goods are in de- 
mand at higher prices in response to advances in the staple. 
Exports of cotton cloth for six months ran 13% ahead of 
last year. Raw silk has risen to $1.60 from the low of 
$1.15 in June, and fall styles, calling for heavy fabrics 
which stimulate wool, are expected to swell the demand for 
raw silk. A notable pickup in demand for rayon is taking 
place but prices have not yet responded. 


Conclusions 
Summing up the present situation takes us back again 


to the subject of prices which is the most prominent phase 
of the current 
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Editor, READERS’ FoRUM: 

One of the problems in connection 
with our depression is the problem of 
selling. The manufacturer, in selling 
his own product, provides a market for 
the products of the mines, forests and 
farms, for labor, transportation, and a 
thousand and one goods and services. 
Most of us, either directly or indirectly, 
find an outlet through the manufac- 
turer. 

The prices of manufactured goods 
are too high as compared with the 
prices of raw materials. The manu- 
facturer can control to some extent the 
prices at which his goods are sold by 
limiting his output. He has been fol- 
lowing this course for the past two 
years, with his output getting less and 
selling more difficult. Great numbers 
of us cannot now sell our products at 
any price and therefore cannot buy 
anything. 

The manufacturer, like the rest of 
us, is obliged to sell his product. By 
limiting his output he has been drying 
up his own market. Lower prices are 
inevitable. We can have no lasting 
prosperity except it be based upon 
equitable prices,—prices that people 
can afford to pay. The sooner the 
manufacturer makes a move in this 
direction, the better for all of us.— 
W. E. Smpson, Decatur, Ga. 





Consolidate All the Rails 


Editor, READERS’ FORUM: 

I am much interested in the article 
by Pierce H. Fulton in your issue of 
July 9 on the pooling of railroad facili- 
ties and operation; and, also in your 
foreword on the prospective “Czar.” 
The great depression will not be with- 
out a blessing if \its fruit is stopping 
the great waste now involved in the 
strife among ccmpeting lines to get 
their share, or a little more, of the 
available traffic. 

The simplest way to effect this 
“stop” is to consolidate all the rail- 
roads in the country into one great 


516 





Are Manufactured Prices Too High? 


Maladjustment Retards Purchasing Power—Pool- 
ing Railroad Facilities — The Taxation Crisis 


corporation, privately owned and op- 
perated but publicly regulated. There 
is a fair and scientific way to arrange 
this consolidation, simple in principle 
but requiring profound judicial judg- 
ment of high I. C. C. order for its 
execution. The Congress must first 
establish the law. 

Recent movements presage the adop- 
tion of measures showing the economic 
need of the getting together among the 
corporations. The “Czar” idea, the 
placing of L. C. L. freight in the hands 
of the Railway Express Agency, the 
unification of facilities at terminals and 
junction points, dropping of expensive 
display trains and the very statement 
made at the Executive's late meeting 
by its special committee in its closing 
paragraph “. . . . the railroads, when 
considered as a single system as in 
effect they are . . .” portends the day 
when they will in fact be a single sys- 
tem in corporate interest and policy.— 
J. P. SNow, Boston, Mass. 





In Defense of the Milwaukee 


Editor, READERS’ FoRUM: 

I note in your recent article concern- 
ing the savings that might be made by 
joint track arrangements, etc., among 
railroads, the Milwaukee Road is held 
up as an ill-advised piece of work. To 
look back now it would seem so, but 
did the writer of that article know that 
at the time this project was determined 
the N. P. and G. N. had more busi- 
ness than they could take care of, and 
the prospects were that it would con- 
tinue in that way, or increase? For 
instance, the Milwaukee was building 
a large number of cars and a consider- 
able quantity of Douglas fir was re- 
caer in their construction. The 
timber would be loaded at the mills in 
Washington and Idaho, the cars 
would be hauled out to the first con- 
venient siding and left there until the 
N. P. or G. N. got “good and ready” 
to move it east, which might be a long 
time after it was loaded, delaying the 
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building of the Milwaukee cars, and 
preparations for hauling its freight, 
Of course this is only one factor, but 
there are others. The factors that de- 
termine the building of a railroad, of 
the placing of it in a certain location, 
often cannot be seen 25 or 50 years 
afterward. If they could, many articles 
would never be written, or they would 
appear in much modified form.—H. E. 
Moorez, Chicago, Il. 


The Future of the Tire Companies 


Editor, READERS’ FoRUM: 


I have read with much interest the 
article in your recent issue on the tend- 
ency of the tire companies toward self- 
destruction and am wondering if there 
is any way for them to solve the present 
unfortunate situation. The capacity of 
the existing factories seems to be about 
three times as great as the country 
uses, so until this condition corrects 
itself either by elimination of the 
weaker units or a greatly increased de- 
mand how is it possible for them to 
carry on profitably? Today this ap 
plies especially to the larger corpora’ 
tions. 

The company. to which you refer 
sold last year (I have read) 10% of 
its production to car makers—50% to 
a mail order house and only 40% 
through its entire system of factory 
branches and retail company stores. The 
cost of marketing this last 40% must 
have been very serious in proportion to 
the volume produced and I would 
think it questionable whether this 
method must not be changed or at 
least greatly modified by the big fel 
lows. Working from a generally unr 
versal list they give the small tir 
dealer about 25% discount while 4 
lower price is enjoyed by many 
national consumers and by some not 
even national. Many dealers have been 
destroyed and many antagonized to 2 
point where they sell few so-called 
“Standard” tires if they can help it 

(Please turn to page 528) 
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The Personal Service Department of THE MAGAZINE OF WALL StREET will answer, by mail 


or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 
represent thousands of dollars in value to you. 


1. Give all necessary facts but be brief. 


This service in conjunction with your subscription should 
It is subject only to the following conditions: 


eight 2. Confine your requests to three listed securities. 
Z 3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 
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CONTINENTAL CAN CO., INC. 


In 1931 I purchased 100 shares of Conti- 
nental Can at about 43, Do you think tt 
will pay me to hold this any longer? I 
thought the canning industry would hold 
up if anything could, because of the ex- 
tensive demand for food products. I note 
that business up to July 2 was off 17% and 
now, with the dividend cut to $2, I am 
tempted to sell and switch to some other 
company with quicker possibilities for re- 
covery. What is your opinion?—R. L. A., 





variety of products are being sold. 
Present indications are that the can- 
ning crop for the current year will fall 
short of that of 1931, with the result 
that volume of business in the “packer 
can division” will not equal that of 
last year. The industrial demand for 
tin containers has also fallen off in re- 
flection of sharply curtailed activity, 
further indication that profits of Con- 


petroleum products. Thus we find, 
that with but few exceptions, the oil 
companies have been able to report con- 
siderable gains in earnings during the 
six months ended June 30, last, as com- 
pared with those of the corresponding 
interval of 1931. Moreover, there is 
every reason to believe that the im- 
provement can be maintained during 
early ensuing months, at least, and that 


sent H tinental for the 1932 calendar year will full 1932 returns will better those of 
-y of ouston, Texas. ; 2 

y fall short of those of a year earlier. last year by a comfortable margin. For 
bout For the 12 months ended June 30, However, we believe that current divi- the six months ended June 30, 1932, 
ntry 1932, Continental Can Co., Inc., re- dend rate will be covered by a comfort- Phillips Petroleum Co. reported a net 
_ ported net income of $4,401,899 equal able margin. We see little cause for loss of $812,492 after charges and 
the to $2.54 a share on 1,733,145 no par concern relative to the future prospects taxes, in contrast with a deficit of 
| de- shares of common stock. The previous of this enterprise and counsel against $2,674,153 in the first half of 1931. 
” quarterly statement issued by the com- needless disposal of present holdings in The entire loss in the later period was 






















7 pany covering the 12 months ended the common stock. incurred in the first quarter of this 
ora’ March 31, last, revealed profits of year, since profits of $1,324,430 or 32 
oa aed - $3.05 = share br fuera cents a share on the common stock 
| compared with per share returns for were reported in the June quarter, as 
of the calendar year of 1931 of $3.27. In dinospunn eesremeer re Se : scndaaiiad with a net As of $2.05 4,802 
% reflection of lower earnings and the Pies 5 gi oa send < Peivole. in the June quarter of 1931. Further- 
vid eb on the yee d re eaapeent um, recently published, I was disappointed more, the company has made notable 
Th onserve cash in the face of the con- ¢ learn that operations during the period progress in strengthening its financial 
fusing outlook during the balance of were unprofitable. What are the prospects position; bank loans have been reduced 
ust the year, dividends on the common for this company? Is the stock worth hold- to $6,000,000 against a peak of $18,- 
Mu stock were reduced to an annual basis ‘%&°’—4. L. M., Detroit, Mich. 000,000 on June 30, 1931. As of June 
his of $2 a share with a quarterly payment With the outstanding exception of 30, last, total current assets including 
. of 50 cents on August 15, last, against oil companies, the general run of earn- $5,492,253 cash and marketable securi- 
Pa) “sd previous annual rate of $2.50 a ings statements covering the initial half ties amounted to $26,179,125 against 
> share. Approximately 70% of the out- of 1932 have been most discouraging. total current liabilities of $15,145,341. 
ire put of Continental Can consists of Despite the industrial lethargy existing Furthermore, in the interest of con- 
af ed containers, used for packing during that time, the oil companies servatism, property values of the com- 
i og vegetables, meat and fish, while have benefited from the improved sta- pany have been reduced by $16,000,- 
ve e balance is made up of general line tistical position of the industry as a 
“a cans in which a continually widening whole, as well as higher prices for (Please turn to page 522) 
) a 
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Consumers Credit Service, Inc., is an 
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months or over. 
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Ask for booklet MG 6 Southern Railway 65% 
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Air Rndesten. Inc, 

Allegheny Corp. 

omy Chemical & Dye.. 
Allis Chalmers Mfg. ... 

Amer. Brake Shoe & Fiy 

American Can 

Amer, 


The Board of Directors have this day de- 
clared the regular quaxteriy dividend of T5c 
per share on the Conver*ible Preference Stock 
of this Company, payable September ist, 1922, ae 
to stockholders of record August 18, 1932. 4 .-. 68% 60 
Transfer books will not close. Checks will be & e 
JACK COHN, Treasurer. Anaconda Copper 8 43 "OM 
August 2nd, 1932. _— it 5% 
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Price Rangeof ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 


1930 1981 


1982 Last Div’d 
A... 





A High 


Atlantic Refining 23% 8% 
Auburn Auto 26334 60% 29514 8444 


B 
Baldwin Loco, Works 
Barnsdall Corp, Cl. A 
Beech-Nut Packing 
age’ a 
Best & 
Eoaken ‘Bteel Corp 
Bohn Aluminum 
Borden Company 


gs Mfg. 
nnaoggy Adding Mach 
Byers & Co. (A. M,) 
Cc 


California Packing 
Calumet & Hecla 
_— ad Ginger Ale 
Case, J. 

Caterpillar Tractor 
Cerro de Pasco Copper 


Coca-Cola Co. 
Colgate-Palmolive-Peet 
Colorado Fuel & Iron 
Columbian Carbon 
Colum. Gas & Elec 
Commercial Credit 
Commercial Solvents 
Commonwealth & Southern 
Consolidated Gas of N. Y 
Continental Baking Cl. A 
Continental Can, Inc. 
Continental Oil 
Gorn Products Refining 
Crucible Steel of Amer 
Cudahy Packing 
Curtis Publishing Co. 
Curtiss Wright, Common 
D 


Davison Chemical 

Diamond Match 

Dominion Stores ... 

Drug, Inc. 

Du Pont de Nemours 
E 


Eastman Kodak Co, 

Eaton Mfg. 

Electric Auto Lite 

Elec. Power & Light 

Elect, Storage Battery 

Endicott-Johnson Corp. 
F 

Firestone Tire & Rubber 

First National Stores 

Foster Wheeler 

Fox Film Cl, A 

Freeport Texas Co, 
G 

General Amer. Tank Car 

General Asphalt ............ bien 

General Electric 

General Foods 








General Motors Corp. 

General Railway Signal 

General Refractories 

Gillette Safety Razor 

Gold Dust Corp. 

Goodrich Co. (B. F.) 

Goodyear Tire & Rubber 

Granby Consol. Min., Smelt. & Pr. 
Grand Union 


zH 
Hershey Chocolate 
Houston Oil of Texas (New).. 
Hudson Motor Car 
Hupp Motor Car 
I 


Inter, Business Machines...,.... 
Inter. Cement 
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IMPERIAL OIL, LIMITED 


Dividend 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given that a dividend of 
twelve and one-half cents (1 2c ) per share, 
in Canadian funds. has been declared by the 
Directors of the Company and that the same 
will be payable in respect of shares specified 
in any share warrant of the Company of the 
1929 issue within three days after the Coupon 
Serial Number THIRTY FOUR (34) of such 
share warrant has been presented and de- 
livered to ANY BRANCH OF: 


THE ROYAL BANK OF CANADA 


puch presentation and delivery to be made on 
or after the lst day of September, 1932. 


Payment to Shareholders of record at the 
close of business on the 15th day of August, 
1932, (and whose shares are represented by 
share certificates of the 1929 issue) will be 
made on or after the Ist day of September, 
1982, 

The books - the Company for the transfer 
of shares will be closed from the close of 
business on the 15th day of August, 1932, to 
the close of business on the 3ist day’ of 
August, 1932. 

BY ORDER OF THE BOARD. 
F. B. Holbrook, Secretary. 

56 Church Street, 

Toronto, Ontario. 











August 10th, 1932 

The Board of Directors has declared a quarterly 

dividend of 18{% on the Outstanding Preferred 

Stock of this Company, payable on the 15th day 

of September, 1932, to Stockholders of Record at 

the close of business on the 26th day of August. 
1932 Checks will be mailed. 

DAVID BERNSTEIN, 
Vice-President & Treasurer. 











San Francisco, California 
August 2nd, 1932 

At a meeting of the Board of Directors of 
Standard Oil Company of California held 
today dividend No. 26 of 50 cents per sharewas 
declared on the outstanding stock of this cor- 
poration payable on September 15, 1932, to all 
stockholders of record as shown by the’ trans- 
fer books of the corporation in San Francisco 
and New York at the close of business on 
August 15, 1932. 


STANDARD OIL COMPANY OF 
CALIFORNIA 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dis- 
tribution of 50 cents per share on the Com- 
many’s 2,540,000 shares of capital stock 
without nominal or par value, payable on 
September 15, 1932, to stockholders of record 


“at the close of business on September 1, 1932. 


Stockholders will be advised later as 
what portion of said distribution is from 
Free Surplus and what from Reserve for De- 


pletion. 
H. F. J. KNOBLOCH, Treasurer. 











A Message to Presidents: 


Create investor confidence in your securities 
by publishing your dividend notices, when 
declared, in these columms. 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 
Street consistently for financial guidance. 


Such publica- 
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KEEP POSTED 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 


They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 


issue. 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange ,are distributing their booklet to 
investors. 


A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest 
ment Management Service. Write for full 
information. No obligation. (861). 


“SOME FINANCIAL FACTS” 


An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Elec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 

Full information or reports on companies 
identified with Electric Bond & Share. Oo. 
furnished upon request. (898). 


“STOCK EXCHANGE SERVICE FOR THE SMALL 
INVESTOR” 

This booklet, published by M. C. Bouvier & 
Co., will be sent upon request. (908). 


PACIFIC LIGHTING CORPORATION 
This corporation has just completed a book- 
let describing the history, financial and 
operating policies of its organization which 
will be sent upon request. (911). 


“WHAT IS A SAVINGS & LOAN ASSOCIATION?” 
This booklet explains savings — instalment 
and income shares. The Serial Building, 
Loan & Savings Institution will be glad to 
send a copy upon request. (918). 


AN OASIS IN THE DESERT 

Is the title of a descriptive booklet just 
issued by the Credit Service Associates, copy 
of which will be mailed upon request. (935). 


“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 
ATE ITS GROWTH—THROUGH TRADING” 

Is the title of an interesting article by BE. B. 
Harmon of A. W. Wetsel Advisory Service, 
which will be sent to investors on request. 
(936). 


































UNDERWOOD ELLIOTT FISHER COMPANY 

A dividend of $1.75 a share on the Preferred 
stock and a dividend of 12%c a share on the Com- 
mon stock of Underwood Billiott Fisher Company 
will be payable September 30, 1932, to stockholders 
of record at the close of business September 12. 
1932. 

Transfer books will not be closed. 

©. 8. DUNCAN, Treasurer. 
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New York Stock Exchange 
Price Range of ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 

















1981 1982 Last Div'd 
A — r wey r A e $ P 
L Low High Low High Low 8/10/32 Share 
Liquid Carbonic 55% 18% 22 9 16% 1 
Loew's Inc, .............. 63% 23% 94 1% 238 % 
Wiles Biscuit 54% 29% 36% 16% 27% 2 













ee ee 















SELbCGRae's suvkine 2 % 
Marine Midland ................ 32% 17% 241, 9% 12% 6% 104% .80 
DE. ons sas edeebxewe 51% 30% 31% 12 20% 9 17 1% 
May Dept. Stores ............... 61% 27% 89 15% 20 9% 14 1 
McKeesport Tin Plate ........... 891% 61 103% 88% 62% 28 48 4 
Mont. Ward & Co............... 49% 15% 29%, 6% 125% 8% 12 
N 
Nash Mo She hsb qe pheon aoe 58% 21% 40% 15 19% 8 16% 1 
National Biscuit ............:... 93 6856 83% 46% 20% 39 2.80 
National Cash Register A........ 83, 27% 39%, ™% 14% 6% 13 a 
ational Dairy Prod............. 62 35 50% 31% es} 22% 2 










pheewesbses 5% Pe 
North Amer, Aviation........... 15% ay, 11 2% 4% 1% 3 i 
North American Co............. 132% ™M%, 90% 26 $6 18% 29 §10% 
_ = ie eerereese<srkges +s 4% 16 19%, 5Y 11 5 11 40 
SE “ican ahs. n0% cewce'ee 6 48} 5 
EE ona aicnnsinc vce an bd dau % if on 18 wr H pty * 





P 
Pacific Gas & Electric 













cialis epics 14% 4014 54% 29' 16% 281, 2 

Packard’ Motor Car ............. 23% ™% 11% 3Y 5% 1% 4% ae 
Paramount Publix .............. 17% w%, 50% 5 11% 1% 5% oa 
Se 5 ee 27% “4Yy% 26% 34% 13 21% 2.40 

elps Dodge Corp.............. 19% 255% 5% 8% 38% ar 
Phillips Petroleum ............. 44y, 11% 16% 4 1% 2 1% 
Prairie Oil & Gas .............. 11% 20% 4% 8% 3% 8 
Prairie Pipe Line ............... 16% 26% 5% 12 5% 12 
Procter & Gamble .............. 18% 525% 11% 365% 42% 19% 32 2 
Public Service of N. J. ......... 123% 65 yy 49% 60 28 47%, 3.20 
PETE, 6s odin sasicnv reset ce 89% 47 58% 15% 10% 21% 3 
ein cheba hou bsceSs b's 27Y, 1% 11% 8Yy 6% 2% 6% 
Pumity Baleries ........0.000... 88% 36 55% 10 15% 4% 10% 1 




























Radio Corp. of America.......... 69% 11% 27% 5% 10% 2% 1% 
Radio-Keith-Orpheum .......... 50 14% 4 2% 7 1% 4% 
Remington-Rand ..............- 4614 14% 19% 14 8% 1 3% 
Republic Steel ................. 1914 10% 25% 4 7 1% 6%, 
Reynolds (R. J.) Tob. Cl. B..... 58% 40 544, 3214 40% 261% g4y, 3 
og erry pepe rere Y, 36% 42% 18 23 12% 20% 80% 
8 

Safeway Stores ................. 1223, 38% 691% 385 59% 301% 49%, 5 
Sears, Roebuck & Co............ 100% 43% 6s, 30% 9% 23% 
on ee SO Ee 13% 3% 11% 3 5% 1% 2% 
Sere rs 254% - 5% 10% 2% ™% 2% 6% 

ce eieenen, Si, OEE eee 94% 11 A 8% 10% 2% 8% 
Gieily O81 Corp. .......0.se0ees 42 10% 12% 2 5 2% 4% 
Socony-Vacuum Corp. ........... oA as 21 8 11% 5% 115% 80 
ee arr: 72 40% 541%, 28 32% 15% 261% 2 
Standard Brands ............... 291% 14% 201% 10% 15% 8% 15% 1,20 
Standard Gas & Elec. Co......... 1£9% 3Y% 88% 251% 34 1% 20% 2 
Standard Oil of Calif............ 5 424, 51% 234 28% 15% 28% 2 
Standard Oil of N. J. ........... 84% 4314 52% 26 36% 19% 355% 3«=*2 
Stewart-Warner Speedometer .... 47 14% 21% 44%, 6% 1% by a 
Stone & Webster ............... 113% 37% 54% 9% 15% 4% 114% 
Studebaker Corp. ............... 4a1y, 18% 9 138% 2% ™ 









Oy EEE Tote te 9% 













Tide Water Assoc, Oil.......... 17% 5% 9 2% 5 2 5% 
Timken Roller Bearing ......... 8914 40% 59 16% 23 ™% 15% 1 
U 

Underwood-Elliott-Fisher ........ 138 49 75% 13% 2314 T™% 18 1 
Union Carbide & Oarbon......... 106% 52, 72 27% 36% 15% 25% 1.20 

Union Oil of Cal................ 50 20% 265% Te 13% 8 13% 1 
United Aircraft & Trans......... 99 18% 38% 9% 16% 4% «14% ~—C«. 

United Carbon ..........-....-. 84 14% 28%, 6% 14% 65 oa 

MUR ED | o.o5es <nossvis 2+ ss 52 13% 81% 1% 10% 8% 10 40 

Sree 105 461% 67% 17% 30% 10% 254% 2 

United pe peer 49% 2yYy, 87% 15% 21 9% 18% 1,20 

U. 8. Industrial Alcohol......... 139% 50% 17% 20% 31% 18% 27%, : 

U. & Pipe & Fdy.........--.... 38% 18% 37% 10 15% ™% 12% 2 

WB aay... oie ccc cewesens 15% 26 36%, 5% 10 2 8% 

U, ROWbSE 2... ccsescsscceeses 35 11 20% 8% 6% 1% 5% 

= . apg & Mining... 36% 17% 25% 12% 21% 10 21Y%, 1 
U. 8. Steel Corp................ 198%, 134% 152% 52% 21% 42% 

Util. Power & Ti. B. cnsed een is 45% 19% 31 1% 10% 1% 6% 










Vv 
Vanadium Corp. 
Ww 















When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 


Warren Bros. .........++.0++0+: 65% 26%, 46%, 3% ” 1% 6% 
Warner Brothers Pictures....... 80% 9% 20% 2% 4% 1% 2%, 
Western Union Tel.............. 210% 122% 150% 83814 50 12% 36% 
Westinghouse Air Brake......... 52 31% 3614 11 17% 9% 16% 1 
Westinghouse Elec. & Mfg...... 201% 8814 107% 221% 37% 15% 35 ‘ 
White Motor ..........s.-:++... 43 21% 26% ™% 18% 6% 13 ss 
Woolworth Co. (F, W.) ....-..-. 10% 51% 72% 455% 35 2.40 
Worthington Pump & Mach...... 169 47 106% 15% 23% 5 18% .. 
Wrigley (W. Ir.) .......e eee 81 65 80% 57 25% 40 8 
t Bid Price. § Payable in stock. * Including extras. Old stock, 
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International Petroleum 
Company, Limited 


Notice of Dividend No. 34 


NOTICE is hereby given that a dividend of 
%c, United ‘States Currency per share bas been 
declared, and that the same will be payable on or 
after the 15th day of September, 1932, in respect 
to the shares specified in any Bearer Share War- 
rants of the Company of the 1929 issue upon pres- 
entation and delivery of coupons No. 34 at the 
City Bank Farmers Trust Company, 

2 William St., New York, N. Y. 

The payment to Shareholders of record at the 
close of business on the 31st day of August, 1932, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company on 
the 14th day of September, 1932. 

The transfer books will be closed from the ist 
day of September to 15th day of September, 1932, 
inclusive, and no Bearer Share Warrants will be 
“split” during that period. 

By order of the Board, 

J. R. CLARKE, 
Secretary. 
36 Church Street, Toronto 2, Canada, 
15th August, 1932. 








Important Corporation 
Meetings 
Date of 


Company Specification Meeting 


Amer, Brake Shoe & Fdy. Co. 
Pfd. & Common Divs. 


American Cyanamii Co Directors 
American Safety R°zor Co...Common Div. 
Common Div. 


9-13 
9-10 
8-23 
8-25 
9-9 
9-12 
8-29 
9-5 
8 26 
8-25 
9-8 
8-24 
9-3 
9-23 
9-15 
9-1 


Consolidated Cigar Co Common Div. 
Consol, Laundries Corp..Com. & Pfd. Divs. 
Endicott-Johnson Corp..Pfd, & Com. D‘vs. 
General Electric Co..Special & Com. Divs, 
General Railway S'gral.Pfd, & Com. Divs. 
International Tel. & Tel. Corp... .Directors 
Mathieson Alkali W’ks..Pfd, & Com. Divs, 
National Tea Co 
New Jersey Zinc Co 
New York Steam Corp 
Pacific Tel, & Tel. Corp..Pfd. & Com, Div. 
Reynolds (R. J.) Tobacco Co, 

Common & Com. B Divs, 
Vanadium Corp. of Amer 
Vick Chemical Co 


9-1 
9-12 
8-23 
9-9 











ls Your Company Proud 
Of Its Dividend 


Record? 


Then why not bring this fact to 
the attention of the 64,000 in- 
vestor-readers of THE Maca- 
ZINE OF WALL STREET who 
consider this feature when 
adding to their security hold- 
ings! 

How? Simply by publishing 
your notice of dividends when 
declared in these advertising 
columns. The cost is but a 
dollar a line. 

tT? ¢ 

Make a note to place THE 
MacaziNE OF WALL STREET 
on the list of publications to 


Carry your next dividend 
notice! 


AUGUST 20, 1932 





Earning its keep in many 
a sales department 


The telephone is helping to 
solve an acute problem of busi- 
ness today—how to reduce selling 
cost. In this is one more indica- 
tion of the flexibility of telephone 
service to the public’s needs. Fa- 
cilities parallel, and usually antic- 
ipate, changing requirements in 
business and the home. 

It is thus no fortunate accident 
that the use of the telephone has 
become an everyday, almost every 
minute, habit: This is due in large 


measure to careful planning by 
telephone men, to analysis of 
what the public wants, to engi- 
neering and building a constantly 
improved plant, to providing a 
faster and better service. 

This policy of inward growth, 
as a preliminary to actual physical 
growth, is a solid asset back of 
every Bell System security. In- 
vestors value it. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 











MARKET STATISTICS 


N. ¥. Times -—Dow, Jones Avges.— 


30 Indus. 


54.94 
53.16 
58.22 
59.63 
62.60 
66.56 
67.71 
67.08 
69.39 
68.90 
63.11 
63.19 


40 Bonds 


Monday, August 1 
Tuesday, August 2 
Wednesday, August 3 
Thursday, August 4 
Friday, August 5 . 
Saturday, August 6 
Monday, August 8 
Tuesday, August 9 
Wednesday, August 10 
Thursday, August 11 
Friday, August 12 
Saturday, August 13 


N. Y. Times 

-——50 Stocks, 
High Low 
48.95 46.51 
47.52 44,97 
50.34 45.41 
52.60 49.47 
53.23 

57.25 

61.35 

60.19 

61.99 

62.50 

60.75 

56.19 


20 Rails 


21.34 
20.00 
22,00 


Sales 


2,107,106 


1,756,690 
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Atlantic Refining 
(Continued from page 512) 








Gulf of Mexico and its Atlantic sea- 
board location of refineries give it the 
advantage of cheap water transporta- 
tion. It also -has an extensive pipe line 
system for the distribution of gasoline 
from Philadelphia to Easton, Wilkes- 
Barre and Harrisburg, Pa. Atlantic 
Refining deals in all classes of petrole- 
um products, but is especially well in- 
trenched in lubricants, both here and 
in foreign markets. 

As joint owner with the Union Oil 
Co. of California of the Union Atlantic 
Co., Ltd., Atlantic Refining has aggres- 
sively developed markets in Australia 
and New Zealand. The company is 
conservatively capitalized. Total assets 
are $160,489,000. Total current assets, 
according to the latest available balance 
sheet, are $41,412,000, as compared 
with current liabilities of only $6,125,- 
000. Ahead of the common stock are 
$14,000,000 of 5% debentures and 
purchase money obligations of $594,- 
000. Fixed charges on the debentures 
for the entire year were earned more 
than four times over in the first half 
of this year. The fact that the deben- 
tures currently command a price of 
9714 is evidence of the company’s ex- 
cellent credit rating. 








Answers to Inquiries 
(Continued from page 517) 








000 which amount has been charged 
against earned surplus account and 
added to reserve for depletion and de- 
preciation. We look upon the com- 
mon stock of Phillips Petroleum Co. 
as a speculative medium for representa- 
tion in the oil industry and counsel fur- 
ther retention of present holdings on 


that basis. 


P. LORILLARD CO. 


Do you recommend my continuing to 
carry Lorillard common? I used to look 
upon good tobacco stocks as quite desirable, 
but recently have gained the impression 
that there are many uncertainties in this 
field. Is Lorillard’s $1.20 dividend safe?— 
L. L. T., Harrisburg, Pa. 


The tobacco companies have been 
among the last to experience the 
vicissitudes accompanying the current 
depression. Not until the closing 
months of 1931 was the upward trend 
of cigarette withdrawals for the indus- 
try as a whole checked. For the six 
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months ended June 30, last, with- 
drawals of cigarettes were approximate- 
ly 13Y%2% below those of the corre- 
sponding interval of 1931, although it 
should be noted that the decline in vol- 
ume during the month of June 
amounted to only approximately 814%. 
The improvement registered during the 
month of June was largely in reflection 
of aggressive advertising and sales 
efforts on the part of the leading pro- 
ducers. Consumption of cigars, manu- 
factured tobacco and even snuff also 
has fallen off during the period. Ob- 
viously, any major recovery in tobacco 
production must necessarily await ma- 
terial improvement in consumer in- 
come. With continued falling off of 
business volume in prospect during 
early ensuing months, at least, it is con- 
ceivable that the leading producers may 
deem it advisable to reduce wholesale 
prices of cigarettes in order to stimulate 
sales. However, based on the experi- 
ence of the industry as a whole in the 
past, such a reduction would be tempo- 
rary. Present indications are that full 
1932 returns of P. Lorillard Co. will 
fail to reach those of $2.12 a share on 
the common stock reported for the 
calendar year of 1931. The earnings 
decline, however, is not expected to be 
of sufficient proportion to endanger 
current annual dividend rate of $1.20 
a share on the common stock inaugu- 
rated in the early part of this year. 
Furthermore, a glance at the current 
position of the company as of Decem- 
ber 31, 1931, lends further assurance 
to the safety of the present rate 
throughout the balance of the year, at 
least. At the end of last year, P. Loril- 
lard Co. reported total current assets 
of $64,113,126, including some $44,- 
000,000 of inventories at cost and 
nearly $14,000,000 in cash. Total cur- 








Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’l Amount Stock Pay- 
Rate Declared Record able 


$1.00 Atlantic Refining ..... $.25 8-22 
2.00 Bangor & Arost’k R. R. .50 
5.00 Brooklyn Union Gas... 1.25 

.00 Chrysler Corp. -25 

Delaware & Hudson... 1. 

.40 Great Northern Paper. .60 

.00 Homestake Mining Co  .75 

Laclede Gas Light.... 1.50 

Louisville Gas & Elec. 

itl ” 


10-1 


on~ 


2353 


aor 


~ 
a 


National Dairy Prod.. . 
Nat’l Sugar Ref. N. J. . 
Norfolk & Western Ry. 2.00 
Public Service of N. J. .80 
Stand’d Oil of Nebraska .25 
.00 Sun Oil Co. 25 


Murphy, G “4 
urphy, 'e . 
50 
50 


CrMmmee 


RELL LPOLLL2LO © EFELLO OO 


Texas Corp. 25 
.00 Timken Roller Bearing .25 
rigley, Wm., Jr..... 25 


Sssssessss 


CO tat rat tt pet 








rent liabilities on the same date 
amounted to only $1,745,841. Opn 
January 1, last, the company reduced 
its funded debt by $13,500,000. While 
admittedly, P. Lorillard common must 
of necessity be relegated to the category 
of a speculation, current dividends ap. 
pear reasonably secure, and we counsel 
further retention of your holdings. 


BEATRICE CREAMERY CoO. 


I have recently read that Beatrice 
Creamery Co. has cut in half the dividend 
rate on the common stock. While I am 
not particularly concerned by the loss of 
income of $400 a year through this reduc- 
tion, I am somewhat concerned as to the 
ability of the company to maintain the re- 
vised dividend rate. Shall I hold my 200 
shares or sell and take my loss, diverting 
the proceeds to a more strongly situated 
issue?—F, L. D., Syracuse, N. Y. 


The reduction in dividend rate on 
the common stock of Beatrice Creamery 
Co. to an annual basis of $2 a share 
from the previous rate of $4 a share, 
with a quarterly payment of 50 cents 
July 1, places distributions on that 
stock more in line with current earn- 
ing power of the company. Beatrice 
Creamery Co. has been adversely af- 
fected by reduced consumer purchas- 
ing power, and increasingly keen com 
petition in its field, with resultant de- 
clines in profit margins on sales vol- 
ume. Beatrice ranks as the third larg- 
est dairy organization in the United 
States, concentrating its efforts chiefly 
in the Middle West, although more re: 
cently broadening its operations to the 
Atlantic seaboard. Substantially the 
greater part of the company’s revenues 
is derived from the sale of butter, while 
milk and ice cream rank ‘second and 
third in point of importance, respec- 
tively. In reflection of adverse sea 
sonal conditions existing during the 
final half of the last fiscal year, profits 
for the 12 months ended February 28, 
last, declined to $3.54 a share on the 
common stock after allowing for pre- 
ferred dividend requirements from 
$7.12 a share on a slightly smaller 
amount of stock outstanding in the 
preceding year. The ice cream business 
during the spring of the current year, 
was reported to have been lower than 
the preceding year, because of the pro 
longed spell of cool weather, but sales 
of butter and milk have been main- 
tained at comparatively satisfactory 
levels. Furthermore, operating econo 
mies constantly being made by the com: 
pany, as well as sustained sales efforts, 
should act as stabilizing influences on 
the business of the company throughout 
the balance of the year. Financial con- 
dition of the company as of February 
28, last, was the strongest in its history. 
Total current assets, including cash and 
Government securities of $3,435,309, 
amounted to $10,295,655, against total 
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Three Important Predictions 
By A. W. WETSEL 


—and the third may prove to be the greatest of all 


N September 2nd, 1929, A. W. 
Wetsel clearly pointed out that 
the upward movement of stock prices 
was exhausting itself and the next 
major movement would be down— 
precipitately down. It was not a pep- 
ular prediction and for some weeks 
there were many scoffers. After the 
first drastic break of early October the 
scoffers disappeared but there were a 
few skeptics left. It might have been 
alucky guess. Others asking for ad- 
vice immediately after this break were 
told there would be a substantial rally 
and were also told at what prices to 
get out on that rally. It occurred and 
they got their prices. It then began to 
dawn on many people that there was 
something more than guesswork in 
connection with a Wetsel prediction. 
But at any rate that was important 
prediction No. 1. 

Following that, Mr. Wetsel confined 
himself to his own clientele and from 
technical analysis repeatedly pointed 
out turn after turn of short and inter- 
mediary duration. Then came April 
15, 1931. Probably this was in many 
respects the most critical point in the 
entire bear market. The early months 
of the year had witnessed an upswing 
which extended to business and com- 
modities and had inspired economists, 
business men and many others with 
the belief that THEN was the time to 
buy—and many did buy. After a few 
weeks of receding prices a hardening 
period set in lasting for 11 days and 
further confirmed confidence in many 
to buy. Mr. Wetsel then dictated a 
special telegram reading, “Market 
absolutely hopeless—sell all trading 
and investment holdings.” 

And this prediction was not popu- 
larly received—but it proved to be 
Important prediction No. 2. 


Prediction No. 3 


Now, on July 7 the A. W. Wetsel 
Advisory Service covered its last 
short” position. On July 9th we 
began to buy stocks on a broad scale. 
Mr. Wetsel stated that a turn was 
imminent and furthermore stated ex- 
actly what the nature of the upturn 
would be—namely: (1) that the turn 
would take place suddenly, (2) that 
the market, in terms of published 
averages, would not spend much time 
around the low point, (3) that prices 
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would advance persistently—if not 
sharply, (4) that practically all stocks 
would share in the recovery, (5) that 
second and third rate issues would 
appreciate proportionately more than 
high grade stocks, and (6) that se- 
securities would advance substantially 
before business actually improved .. . 
that business could not and would not 
improve until securities advanced. 


Why This Record Is Given 


This record is here given to show 
that there is a great deal more known 
about WHEN to buy and WHEN to 
sell than is generally supposed. 

But the importance of this knowl- 
edge lies, not in picking out high 
spots, as in the case of the above three 
outstanding predictions—but in being 
able to forecast short and intermediary 
price movements with consistent ac- 
curacy. It is only through such knowl- 
edge that investors can abandon weak 
and ineffective policies which have 
caused them losses and enable them to 
turn with confidence to a flexible or 
scientific trading policy as a solution 
to their problems. 


What was NOT Predicted 


It is important therefore to care- 
fully discriminate between what Mr. 
Wetsel did predict and what he did 
NOT predict. He did predict the 
down turn of 1929 and its nature. He 
did NOT predict a three year bear 
market. He did predict the turn from 
July 9, 1932, and foretold its character 
accurately. This enabled clients to 
obtain full advantage of the upturn. 
He did not predict that this would 
mark the beginning of a sustained 
bull market. 

Such long term predictions, in our 
opinion, are utterly impossible to 


Note: On October 22, 1931, 
Mr. A. W. Wetsel and essential 
members of his staff resigned 
from and severed all connection 
with the Wetsel Market Bureau, 
Inc., and established a new or- 
ganization which has afforded 
investors the continuation of Mr. 
Wetsel’s investment and trading 
services. The A. W. Wetsel 
Advisory Service is an organi- 
zation standing for independent 
investment counsel and has no 
connection with any other or- 
ganization whatever. 


make and, what is more to the point, 
they are unnecessary. If one adopts 
a flexible trading policy and is con- 
sistently correct on the short and 
intermediary swings the Long Pull 
takes care of itself. 


True Conservatism Achieved 
by Action 


In this and in no other way can rapid 
recovery of capital be obtained, and 
real protection be assured. In more 
ways than one the informed trader is 
simply the most conservative of in- 
vestors—he achieves conservatism by 
action instead of inaction. This intel- 
ligent way of regarding the business 
of investing is dealt with clearly and 
courageously in an article by a mem- 
ber of the staff of the A. W. Wetsel 
Advisory Service entitled—“How to 
Protect Your Capital and Accelerate 
Its Growth—Through Trading.” 


It has probably done more to help 
people divest their minds of the falla- 
cies and half truths which are really 
responsible for their losses—and to 
give them a working grasp of the 
positive philosophy which makes for 
success in investing than any piece of 
writing that we know of. 


Methods That Protect and 
Produce Results 


This article shows that you need not 
wait to enjoy the benefits of correct in- 
vestment management—it shows why. you 
need not fear further market declines or 
even possible: failures on the part of cor- 
porations—but on the contrary how you 
can put these methods to work for your 
protection and gain—at once. 

Fill in the blank below and we will send 
you “How to Protect Your Capital and 
Accelerate Its Growth—Through Trading” 
without obligation. 


A. W. Wetsel Advisory Service 


1540 Chrysler Building 
New York, N. Y. 


Send me, without obligation, article by E. B. Har- 
mon, “How to Protect Your Capital and Acceler- 
ate Its Growth—Through Trading.” 





current liabilities of only $987,568. 
Current ratio at the close of the last 
fiscal year was 10.4 to 1, against 7 to 
1 on February 28, 1931. While it is 
yet too early to accurately anticipate 
full 1932-1933 returns, current rate of 
dividend appears reasonably secure. 
Accordingly, we counsel maintenance 
of your present position on the basis 
that current prices amply discount ex- 
isting conditions and near term uncer- 
tainties. 


ALLIED CHEMICAL & DYE 
CORP 


I have been informed that dividend re- 
quirements on Allied Chemical & Dye 
Corp. common stock are not being earned. 
Are the company’s reserves sufficient to 
justify maintenance of present rate or do 
you look for an early adjustment? I have 
100 shares purchased at considerably higher 
prices than are now quoted for the stock, 
and would like to have your opinion as to 
the advisability of its sale at current prices. 
—R. K. J., Chicago, Ill. 


For the first time in the corporate 
history of Allied Chemical & Dye 
Corp., the management has departed 
from its set rule as pertains to the pub- 
lication of earnings statements and has 
furnished its shareholders with a clue 
for judging current earning power of 
the company. Toward the close of 
last April, the chairman of the board 
officially stated that while net income 
during the first quarter of the year was 
substantial, profits during that period 
fell slightly short of quarterly dividend 
requirements of $1.50 a share. Whether 
or not similar bulletins will be issued at 
regular intervals by the management 
could not be ascertained. However, if 
we are to judge by the industrial 
lethargy witnessed during the second 
quarter of 1932, operating results of 
Allied Chemical & Dye Corp. during 
the second three months’ period doubt- 
less were insufficient to cover dividend 
distributions on the common stock for 
the period. Nevertheless, stockholders 
of the company can be assured that the 
management has minimized the earn- 
ings decline through effective operating 
economies. While we recognize the 
conservative policies of the manage- 
ment, it is quite possible that the 
directors will see their way clear to 
draw upon tie tremendous reserves of 
the company in order to maintain cur- 
rent rate of distribution throughout the 
balance of 1932 at least. However, 
realizing the importance of a strong 
financial position, subsequent distribu- 
tions on the common stock may be re- 
duced to a rate more in line with pre- 
vailing earning power and the outlook 
for the company over a reasonable 
period. Despite this uncertainty, the 
dominating position of Allied Chemi- 
cal & Dye Corp. in the heavy chemical 
field, warrants continued confidence in 


its longer term prospects. In addition 
to the manufacture of heavy industrial 
chemicals, the company produces com- 
mercial acids, etc., roofing, road build- 
ing materials, dyes and nitrate, and 
through a subsidiary is engaged in the 
manufacture of coke and its by-prod- 
ucts, and the building of coke ovens 
and gas plants. Allied Chemical & 
Dye Corp. is in a favorable position to 
promptly reflect general business re- 
covery. Consequently, in spite of im- 
mediate uncertainties, we are inclined 
to look upon the common stock of the 
company as a favorable medium for 
representation in the future prospects 
of the chemical industry and counsel 
maintenance of your present position 
in the shares. 


LAMBERT CO. 


Do you regard Lambert Co., as being 
well managed and can they keep on a $4 
basis? I follow THe MaGAzIne oF WALL 
STREET very closely in managing my in- 
vestments and will await your opinion be- 
fore I do anything with my 220 shares, for 
which I paid quite a little more than today’s 
price—W. S. K., Memphis, Tenn. 


Lambert Co. reported for the six 
months ended June 30, 1932, consoli- 
dated net income of $2,568,384, equal 
to $3.43 a share on 748,996 no par 
share of capital stock. This compared 
with net of $3,572,529 or $4.77 a share 
in the first half of 1931. In reflection 
of the continued earnings decline and 
the uncertain outlook during the bal- 
ance of the year, directors of the com- 
pany reduced the annual dividend rate 
on the common stock to a $4 basis, 
with a quarterly payment of $1 on 
July 1, last, from the previous annual 
rate of $8 a share. However, at the 
same time, an extra payment of $1 a 
share was made, with the result 
that payments made during the first 
half of the current year were un- 
changed from those of the correspond- 
ing period of a year earlier. On the 
other hand, it can be seen that while 
the regular quarterly dividend of $1 
a share is assured for the balance of the 
year, continuance of the extra dividend 
is problematical. Through the medium 
of advertising, Lambert Co. has placed 
its principal product, “Listerine,” in an 
enviable competitive position. A\l- 
though admittedly, increasingly keen 
competition in this field may restrict 
profit margins, the strong financial posi- 
tion of Lambert Co. should enable it to 
continue its aggressive advertising cam 
paign. While “Listerine” accounts for 
about 50% of the company’s net in- 
come, its products also include shaving 
cream, tooth-paste and “Pro-phy-lac- 
tic”. toothbrushes. Lambert common 
must be regarded in a speculative light, 
but inasmuch as current prices dis- 
count recent reduction in dividends, 
maintenance of your present position 


would appear to be warranted. pro 
viding, of course, that you are in a 
position to assume reasonable risk. 
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Will Government Aid Held 
Rails? 
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plan, about which nothing has been 
published. It calls for the appoint. 
ment of an advisory board on which 
the railroads, investment bankers and 
the public would be represented, and 
whose duties in general would be 
to conserve and protect the interests of 
the three groups represented. An idea 
of the importance of the undertaking 
may be had from the single statement 
that Calvin Coolidge and Newton D. 
Baker have been mentioned as repre- 
sentatives of the public. 

Both the western and eastern roads 
are considering a proposal to union 
labor to take a 15% reduction in 
wages when the present cut of 10% 
for one year expires February 1, next. 
The executives doubt that the further 
reduction will be accepted and expect 
that the matter will have to go to 
arbitration. 

The foregoing constitute the prin 
cipal steps that have been taken in re- 
cent weeks and months to better the 
nosition of the railroads. Already they 
have resulted to some extent, in put- 
ting them “on the mend.” Quite pos 
sibly undue importance, for the time 
being at least, has been accorded to 
some of the developments. This is 
most strikingly true of the decision of 
the I. C. C. on the eastern consolida: 
tion plan, from which there can be no 
important benefits for some time to 
come. 

Whether the railroads actually “have 
turned the corner” is still somewhat 
uncertain. That highly important 
event depends to a far greater extent 
upon increased volume of traffic and 
earnings than upon any of the develop: 
ments hastily outlined in this article, 
important as they are. Carloadings 
for the last week of July showed an in: 
crease of 9,500 over the previous 
week, but this gain was generally char 
acterized as “seasonal.” If the big 
upswing in stocks and bonds is fol- 
lowed by even fair-sized improvement 
in the business of the country, and this 
improvement is maintained, earnings 
of the railroad will increase, stocks will 
be that much nearer dividend-resump’ 
tion and higher prices for them will be 
justified. 
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The Trend of World Trade 
Fill Force the United States 
To Reciprocal Tariffs 
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we are short in various vegetable oils, 
tropical fruits and characteristic tropi- 
cal products generally. 

Even our present protective tariff 
policy, which, all things considered, is 
the stiffest of any great nation’s, con- 
cedes our dependence upon certain 
foreign supplies and admits them free 
of duty. Applying the self-contain- 
ment policy to its maximum limit, we 
would still have to import at least a 
billion dollars’ worth of foreign prod- 
ucts annually. At the same time, 
under the tariff act of 1930, we are 
striving to cut down our imports of 
many commodities of which we do not 
produce nearly enough; sugar for ex- 
ample, in which our deficit is 95 per 
cent, if we exclude our over-sea pos- 
sessions’ product. Simultaneously we 
are vigorously striving to increase our 
exports in a thousand lines. Which 
is to say, broadly, that we are trying 
to increase our sales while doing our 
best to reduce the means of payment 
for them. 

Of the products of which we either 
actually produce or have the present 
capacity to produce large surpluses, 
and therefore need foreign markets for 
them, the most important are cotton 
and cotton textiles, wheat and flour, 
iron and steel, machinery, petroleum 
and its products, automobiles, packing- 
house products (especially pork), cer- 
tain chemicals, paints and pigments, 
iruits and nuts, copper manufactures, 
coal and coke, lumber, rubber products, 
leather of certain kinds, boots and 
shoes, paper manufactures, manufac- 
tured wood products, photographic 
goods, some varieties of furs, naval 
stores, fish, oil cake and meal, barley 
and malt, dairy products and some silk 
manufactures. 

As we have become in recent years 
a great creditor nation we have created 
a commercial force which operates 
diametrically against our national policy 
of high Protection to the point of ex- 
clusion in some articles of commerce. 
Credits granted abroad suffice for a 
time to offset our. surplus of exports, 
but as they come due and the interest 
and dividends mount up they build up 
a high pressure abroad to force goods 
into our markets and to keep our goods 
out of foreign markets. 

ormally, a creditor nation should 
have what is commonly called an un- 
favorable balance of trade, the excess 
of imports being payments on the 
credits. In her years of great prosperity 
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the initial dividend. 


Dividend Notice 


Common Stock Quarterly Dividend No. 92 of 75 cents per share, payable 
August 15, 1932, to stockholders of record July 20, 1932. 


$6.00 Preferred Stock Quarterly Dividend No. 100 of $1.50 per share, payable 
July 15, 1932, to stockholders of record June 30, 1932. 

Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 





PACIFIC LIGHTING 
CORPORATION 





Gross REVENUE . 


Deduct Bond Interest 


Deduct 
Depreciation 
Amortization 


Net Income Berore DivipENDs ON 


Deduct 
Dividends on Preferred Stock of 
Subsidiaries . ata 
Dividends on Minority Interest in 
Common Stock . 


Net Income ror Paciric LicHTING 
CoRPORATION . 


Dividends on Preferred Stock . 
Cash Dividends on Common Stock 
REMAINDER TO SURPLUS 


Per Share Balance Available for 


tain rates in litigation 





AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and 
Cash Dividends for the Twelve Months 
Ended June 30 


Deduct Operating Expenses and Taxes 


Net Income Berore Bonp INTEREST 


Net Income Arter Bonp INTEREST . 


PREFERRED STOCK OF SUBSIDIARIES 


Dividends on Common Stock Equals . 


Special Reserve (not included in above report 
of revenue) of amounts collected under cer 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA ST., SAN FRANCISCO 


1931 
$46,703,890.91 
25,306, 122.26 
21,397,768.65 
5,673,530.26 
15,724,238.39 


1932 
$47,811,201.93 
25,399,686.99 
22,411,514.94 
5,495,265.98 


16,916,248.96 


6,978,851 .83 
275,329.47 


6,945,262.02 
351,326.03 





9,662,067.66 8,427.650.34 





1,895,041.38 1,987,714.67 


413.60 817.46 





7,766,612.68 
882,245.92 
4,825,893.00 

$ 2,058,473.76 


6,439,118.21 
"$32,864.10 
4,825,893.00 
_$ 780,361.11 








$4.28 $3.49 


$1,470,609.85 % 779,792.58 





























as a creditor nation Britain always had 
a heavy adverse balance of trade; in 
which she rejoiced, for it simply meant 
welcome income from her foreign in- 
vestments. She understood full well 
that money is not wealth. The rest of 
her imports meant payment for her 
exports. 

If we continue our present policies 
and methods we shall eventually be 
forced to abandon our foreign invest- 
ments and all exportations except of 
those commodities which foreign na- 
tions must have from us or go without. 


And our imports will be confined to 
the things we must bring in, and to the 
limited extent our reduced exports will 
pay for them. That would be the acme 
of practicable self-containment. 

The alternative is, broadly speaking, 
an increase in the relative amount of 
our imports. Except as further exports 
of capital may temporarily balance ac- 
counts, we must increase our imports 
if we wish to increase our exports. 
In view of the fact that our own 
products are of such a varied and 
suficient nature, the problem of 
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New York Curb Exchange 














IMPORTANT ISSUES 
Quotations as of Recent Date 


Name and Dividend 


. Cit. P, & L, A (8)... 
. Cyanamid B 

. & Foreign Pwr. War. 
. Laun. Mach. (1.20)... 
. Gas & Elec. (1) 

. Lt. & Tract 

. Superpo 

. Gas Elec. 


5%) 
Brazil T. L. & P. (8%) Stk.. 


& 13% 
States El 2% 


Commonwealth Edison (5).. 122 
Commonwealth & So, War... 
Consol. Gas Balt. (3.60).... 69% 

Co: 8% 


13% 
Elec. Bond & Share (6% stk.) 32% 
Elec. Bond & Share Pfd. (5). 54 


5 868 
16% 42% 
how to do this bristles with difficulties. 

The approach to it seems to be 
through the channel of special trade 
treaties aimed at the foreign absorption 
of our present surpluses in return for 
wider markets here for particular prod- 
ucts. We cannot afford to content 
ourselves with mere general tariff re- 
ductions. To do so would expose some 
of our greatest industries to destructive 
competition in the home market, result- 
ing in unendurable dislocations and 
painful readjustments. 

We can, however, adopt a fixed 
policy of no longer extending protec- 
tion to new, weak and small home in- 
dustries in those fields in which other 
nations have surpluses that we need. A 
tariff on sugar is absurd, even if we 
concede that its repeal might ruin a 
few thousand domestic producers. Its 
only value is as trading stock in the 
course of the negotiation of reciprocal 
commercial treaties. In the case of 
those industries that enjoy at present 
a tariff so high that they virtually 
monopolize and exploit the home mar- 
ket, a reduction in the tariff dam to a 
point that will permit of some imports 
is domestically desirable and can be 
utilized as trading stock in working our 
reciprocity arrangements. Without a 
doubt we have industries that in nor’ 
mal times abuse the subsidy the tariff 
extends to them and exact exorbitant 
prices from the public. 

When we come to apply the re- 
ciprocity principle to the expansion of 
our exports we shall encounter the dif- 
ficulty of our present extensive free 
list, imports under which amount to 
around 1,500 million dollars in pros- 
perous times. For example, coffee, 
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1932 
Price Range 
Name and Dividend 


Ford Motor, Can. A 

Glen Alden Coal 

Goldman Sachs T w 
Gt, A. & P. Tea n.-v. (6%).. 150 
Gulf Oil of Pa 41 
Hecla Mining 

Humble Oil (2) 


Nat. Sugar N, J. 

Newmont Mining 

New York Steam (2.60) 5 
Niagara Hudson Pwr. (New) 15% 
Niagara Hud. Pr., B war.... 3% 
Penroad Corp. 

St. Regis Paper, Pfd 
Salt Creek Prod. ( 
Singer Mfg. (8) 
Standard Oil of Ind. (1) 
Standard Oil of Ky. (1.20)... 

Swift & Co, (1) 

Swift Int’l (4) 

United Founders 

United Gas Corp 

United Lt. & Pow. A 1% 


which is the principal product and ex- 
port of Brazil, is free, and the United 
States is the principal market, but our 
exports to Brazil total only half our im- 
ports therefrom. In such a case the ne- 
gotiation of increased imports from the 
United States might necessitate the hint 
of an American duty on coffee. Simi- 
larly with Australia, from which we 
import great quantities of wool, we 
might have to threaten a still higher 
tariff on wool, if an offer of reduction 
did not bring about concessions in favor 
of our goods in the Australian tariff 
schedules. 

However, the very fact that many 
of the nations, often raw material 
countries, sell us more than we buy 
from them opens up a promising field 
for tariff revision through reciprocal 
concessions. In some cases the conces- 
sions would have to be wholly on our 
side. Among the countries which now 
sell more to us than they buy are Brazil, 
Chile, Ceylon, Colombia, Cuba, India, 
Japan, British Malaya, Mexico, Nether- 
land East Indies, the Philippines. 

The problem of reciprocity will be 
more delicate with those nations that 
buy from us more than they sell. In 
general, they buy heavily of our food- 
stuffs and raw materials and sell us 
finished goods. Another way of put- 
ting it is to say that they buy from 
our farmers, miners and lumbermen 
but sell against our manufacturers. 
Russia is an exception both ways. The 
United Kingdom, our best customer, 
buys at present about six times as much 
as we buy from her; Canada, second 
best customer, buys 50 per cent more 
than she sells, but in her case the dif- 
ference is fully offset by the expendi- 


tures of American tourists. France and 
Germany give us by far the big end 
of their trade, so do Argentina, 
Australia, Belgium, South Africa and 
Venezuela and many other countries, 
Some of these countries can only in- 
crease their exports to the United 
States by sending us agricultural goods 
which we do not need. 

Reciprocal arrangements with such 
countries do not promise substantial net 
benefits to the United States. The 
situation is about as unpromising with 
respect to countries like France, Ger- 
many and England. They reason that 
inasmuch as they are already buying 
from us much more than they sell us, 
besides having debts to pay us, it would 
be simple fairness for us to reduce our 
tariffs without asking any concessions 
in return. In the case of England we 
have had until recently virtually the 
free run of her home market for both 
our agricultural and manufactured 
products. We cannot possibly increase 
our exports to Britain unless we open 
our doors to her manufactures, and 
perhaps not then. But it may be argued 
that if we do not give her concessions 
we shall rapidly lose her patronage, as 
we are now doing and shall do more, 
through her reciprocal arrangements 
with her colonies and dominions. 

To a considerable extent three 
cornered trade takes care of Britain's 
apparently enormous unfavorable bal: 
ance of trade with the United States. 
Some countries buy more from England 
than they sell her, and at the same time 
sell the United States more than they 
buy from it. This fact puts a certain 
obstacle in the way of our endeavor: 
ing to balance trade with countries 
which are now our creditors on trade 
balance, if doing so results in a reduc- 
tion of British exports to them. 

But whether we seek to increase our 
exports by reciprocal concessions or by 
spontaneous tariff reductions the in- 
disputable fact remains that except as 
we go on lending to foreign nations— 
that is giving them money with which 
to buy our goods—we can only increase 
exports by increasing imports. There is 
no doubt that at present a large export 
trade is necessary to our full prosperity. 
We must therefore give up our 0 
mercantilist economic theory that im: 
ports are a curse, even when the im: 
ported goods are better and cheaper 
than our own. 

In doing so, however, we must recog’ 
nize the status quo, which is that our 
whole industrial system is built on the 
large reservation of the home market 
for our own diverse producers. We 
can safely admit more foreign go 
in return for larger export markets 
only on condition that any injury thus 
wrought to domestic producers in cer’ 
tain trade sectors is more than balanc 
by the benefit of larger markets in other 
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sectors. The safe and cautious way to 
do that is by bargaining through mutual 
tariff concessions; and, preferably, by 
separate reciprocity treaties rather than 
by a system of maximum and minimum 
general tariffs. This would involve the 
abandonment of our present policy of 
“the most favored nation,” which 
would automatically extend to other 
nations any advantage we might ob- 
tain by a special commercial treaty. 
Limitless complications would result. 
But we must face them unless we wish 
to content ourselves with diminishing 
exports and more and more commer- 
cial isolation. 








Weighing the Prospects of 
Autumn Recovery 
(Continued from page 492) 








whether the retention of inflated cap- 
italizations and inflated real estate 
valuations is sound. Depression is a 
tremendous purge. The curative proc- 
ess will not be complete until it applies 
to all elements in the economic struc- 
ture. Rents unquestionably have 
lagged behind in deflation. They 
are more likely to come down ulti- 
mately in line with commodity prices, 
than are prices to come up in line with 
rents. 

While the average commodity level 
has been drastically deflated, the pro- 
cess has resulted in a series of malad- 
justments which constitute a serious ob- 
stacle to the exchange of goods. Un- 
fortunately for the cause of sound eco- 
nomic correction, all prices have not 
come down together and in proportion. 
On the contrary, we find wide dispari- 
ties between different groups. Raw 
products have been deflated to a far 
greater extent than finished goods, 
causing a disproportionate shrinkage in 
the purchasing power of the farmer 
and of all engaged in production of 
raw materials. Either the gap must be 
narrowed by advance in the more de- 
pressed commodities and decline in 
others which remain relatively high- 
priced, or a protracted time will be 
required for all business elements to 
become adjusted to the new price re- 
lationships. If the effect of a credit 
inflation is to produce some advance 
in all commodities, the existing malad- 
Justments will remain to plague busi- 
Ness, 

Much conjecture is heard as to ac- 
cumulated replacement demand and as 
to its possible bullish effect upon prices, 
assuming that inventories are at a gen- 
erally depleted level. Despite a tre- 
mendous real shrinkage in purchasing 
power, there must exist a certain 
amount of hoarded purchasing power, 
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which would be released upon convic- 
tion that prices had seen bottom. Some 
observers can even envisage a “buyers’ 
panic.” If it occurred, it is to be 
doubted that it could last very long. 
In a great many of the commodities 
most depressed, such as copper, wheat 
and cotton, stocks are excessive. It is 
open to question, moreover, that in- 
ventories of finished goods are as low 
as is assumed. United States Govern- 
ment figures on department store 
stocks, for example, show them approxi- 
mately at the level of a year ago. It 
must be remembered also that produc- 
tion facilities in this country are so 
ample that any shortage of goods pro- 
duced by a temporary spurt of buying 
could be made up within a few months 
in most lines. 


There is nothing in any of the ad- 
verse factors cited here to prevent a 
limited degree of domestic rebound, 
largely psychological. | Conceivably 
such a rebound, however gratifying, 
could leave us far short of normal busi- 
ness. It could only temporarily ob- 
scure our underlying problems. It 
might delay the solution. It is essen- 
tial to prosperity that the pres- 
ent stagnation of world trade and the 
present competitive race in tariff bar- 
riers be broken in some manner or an- 
other. It is essential to prosperity that 
the expenditures of all forms of gov- 
ernment—local, state and national—be 
reduced to a point at which they no 
longer absorb a destructive proportion 
of the national income. It would be 
only human for a slight degree of busi- 
ness recovery to bolster the already 
stubborn reluctance with which our 
politicians face retrenchment. The 
problem will not be solved by pros- 
perity, as the politicians wish, for there 
can be no genuine prosperity while it 
exists. 

For some months to come the cam- 
paign of aggressive and artificial busi- 
ness stimulation now being conducted 
by the Federal Government will occupy 
the business spotlight. This is unques- 
tionably the most gigantic economic 
experiment that any democratic govern- 
ment has ever undertaken. Its suc- 
cess or failure cannot be estimated with 
even approximate accuracy until at 
least after the national election, and 
probably not until some time next 
year. Whether we can achieve pros- 
perity by governmental proclamation is 
certainly open to grave doubts. There 
are two schools of thought on this 
question. 

Some economists deplore the effort 
as an intolerable interference with nor- 
mal processes. They believe that our 
economic disease must run its course 
and be cured in the natural course of 
events, that artificial measures will 
bring temporary relief rather than per- 
manent cure, and that they may under- 


mine the patient’s constitution to a 
degree which will invite later relapse. 
Others contend stoutly that all econ- 
omy is man-made and that there is no 
hard and fast line between natural and 
artificial curative measures. 

Success for this program would be 
gratifying, even though it would pre- 
sent the certain danger of a more or less 
permanent governmental interference 
in business. Even a temporary success, 
which is perhaps most probable, would 
serve a useful function. It would no 
doubt lift confidence to a level at which 
the remaining necessary economic ad- 
justments could be faced calmly and 
from which partial relapse could well 
leave us above both the actual 1932 
business low and the recent abnormal 
psychological low. 








Is the Market Turn Real? 
(Continued from page 489) 








doubted, however, that even a cam- 
paign as powerful as that now before 
us can indefinitely ride roughshod over 
the facts. If there is to be genuine 
revival, it should certainly make itself 
evident within the month of Septem- 
ber. Meanwhile, as is more fully re- 
lated in a more detailed business 
article in this issue, there is scarcely a 
glimmer of improvement in actual busi- 
ness operations. Its appearance or non- 
appearance in the next four to six 
weeks will go far toward revealing the 
longer prospect. 





The Pyramid of Inflated 
Real Estate Values 
(Continued from page 498) 











This situation undoubtedly contrib- 
utes to the depression of agricultural 
prices. Final heroic liquidation would 
bring in a new crop of farmers free of 
debt or at least relieve the old crop of 
debt and fit them to start life anew 
unhampered by the load of impossible 
fixed charges, even if they lost their 
shirts with. the load. 

Judging from this sad story of 
delayed farm deflation it may take 
ten or fifteen yeas to Jiquidate 
urban mortgages which is to say 
that for ten or fifteen years real estate 
would be a retarding factor in the re- 
vival of business—operating remorse- 
lessly, regardless of the cycles of busi- 
ness in general. Nothing can avoid 
this course of events except such a rise 
in price levels as will absorb some of 
the deflation that must otherwise be 
exacted. (Please turn to next page) 
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Readers’ Forum 
(Continued from page 516) 





IMPORTANT ISSUES 
Quotations as of Recent Date 


Bid Asked 
Alpha Port Cement Pfd. (7)...... ae 85 
American Book Co. (7)........-- 56 61 
Amer. Dist. Teleg, (4).......... 37 41 
2 OS Sa: 75 78 
Amer. Manufacturing ........... 9 15 
POW oa nei «ae 45 55 
Amer, B ccciate alg twit a hae: 8 12 
Babcock & Wilcox (2)........... 35 38 
Brunswick-Balke-Collender Pfd... 22 ae 
Bunker Hill & Sullivan M. &C... 17 20 
Bohack (H. C.) Co. Ist Pfd, (7). 70 as 
Bon EDs cats ooo sores 17 24 
Carnation Co. (.75)........-+.... 8% 10 
Do NOS 36S D sip-9si04 cae snes 78 83 
N.S SSP re errr 8 12 
Congoleum Co. Pfd, (7)......... 98 101 
Clinchfield Coal ................ 2 5 
MEG aks ba ab. ocd orn eh ses 26 30 
Colt Fire Arms (1).............. TM 9 
Crowell Publishing Co. (3)...... 21 26 
Be Se SOD osneweds oes weve 716 90 
Douglas Shoe Pfd. .............. 7 13 
Dixon (Jos.) Oru.ible ........... 24 30 

Dictaphone Corp, ............+-. 5% ™ 
eee ren 36 40 
Franklin Rwy. Sup............. 10% - 
Gt. N. Paper (2.40)............. 19 21 
Gt. A. & P. Tea Pfd. (7)........ 116 118 


Bid Asked 
Herring-Hall Safe .............. 15 21 
pe eee eee 6 
BS rae 10 14 
Merck Co. Pfd, (8) .........:... 52 57 
Macfadden Pub, ...............++ 2 4 
Macfadden Pub, Pfd........... 13 16 
National Casket (3) ............ 30 35 
Be ee ND wn hi Nso Vee as aan se 719 84 
Newberry (J. J.) Pfd. (7)....... 65 15 
Ohio Leather (1) ............... 10 13 
Do: Ast PIA. (8)... 2.200... ae 70 80 
Roxy Theatre Pfd. A............ yy Tl 
Ruberoid Oo. (8) ..........%...- 20 
SM SE eres 18 23 
Savannah Sugar (6)............-- 50 55 
De tin wu tscavsaed wares 15 85 
Singer Mfg. Co. (8).........+-.. 112 116 
Standard Screw (2) ............ 23 28 
SOE: AF.) D0. 0. ccceveisene 4 8 
AD ck wuss scnsbsewbss 8 13 
WCU ND wcliis chic o's son aede0 40 50 
Wabash Ry. & Elec, Pfd. (5)... 77 81 
West Va. Pulp & Paper (.60).... 10 12 
Do ‘SS ese rs 0 "5 
White Rock 2nd Pfd. (10)....... 70 2 
BN eG REE ows podcocebuees 0 80 
po Be A 2 Ee) eee 60 8 
DO BOR, (8) sec sciccvovievee 74 


——— = 





This is the situation in a nutshell: 
The racking process of final real estate 
deflation in the cities has at last set 
in, despite all resistance. If it is not 
checked it will put a brake on all re- 
covery. But if reflation in other forms 
of property does not come, the sooner 
the wind is let out of the real estate 
bubble the better. 








As I See It 
(Continued from page 487) 








era of prosperity will demand, if it is 
not actually founded on, a broader dis- 
tribution of profits, in the form of wages, 
among workers than ever obtained be- 
fore. Huge surpluses accumulated, 
only to be capitalized or to finance un- 
warranted expansion, probably will be 
less common for some time to come. 
Even justified expansion will not be 
possible unless buying power is re- 
stored by a relief of actual unemploy- 
ment and its concomitant—the fear 
which besets those currently employed. 

In the solution of both of these 
phases of the unemployment problem, 
the initiative lies with the employer. 
But, it is to his own interests, to recog- 
nize that what the present situation de- 
mands is not only ,unemployment in- 
surance but employment assurance. 
Every corporation head is in a position 
to make a fair and conservative survey 
of business prospects for the next three 
months and possibly six months ahead. 
With the mechanism set up and the 
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policies adopted by the Government, 
safeguarding against business cataclysms 
at least until after Election, with gold 
outflow checked and confidence being 
restored, such an appraisal of the pros- 
pect is far less hazardous than might 
have been true a few months ago. 


Once such an estimate of the outlook 
is formed why is it not possible to 
translate this into employment policy 
and announce it to employees? Imagine 
the effect on morale, the check on 
hoarding, the release in purchasing long 
pent up and the consequent results in 
trade and industry if employers gave 
assurance that for a given period no 
further salary or wage cuts would be 
effective and no lay-offs would occur. 
The Delaware & Hudson Railroad has 
done something of this nature very re- 
cently in its guarantee of a definite 
number of hours per week for every 
worker now employed. It is to be 
hoped that more will emulate this ex- 
ample. 

What is needed in the present situa- 
tion is more courageous action. We 
have dallied over our problems and the 
adversity which has befallen us too 
long. With confidence gradually creep- 
ing back in millions of minds when 
stocks are low in raw material storage 
as well as on the merchants’ shelves, 
we need only a little daring action. 
Such action would go a long way to- 
ward solving the problem of unemploy- 
ment, whether it is actual or only 
feared. It will start us on the way to 
permanent business recovery. Let us 
approach this matter with sincerity and 
common sense. 





On the long run can the manufacturer 
compete through expensive branches 
and retail chains, selling scarcely any- 
thing but tires, with large merchan- 
disers buying direct from a factory 
(with all these distribution costs 
eliminated) who sells tires with many 
other articles through one store direct 
to the car owner. Some of the smaller 
tire makers are now increasing their 
volume selling direct from the factory 
to general merchandisers and _ larger 
tire dealer at prices which enable them 
to meet any competition on price and 
quality and still show for the maker 
and the dealer some profit even under 
present conditions. Thirty-six years 
ago in the city from which I write 
there were a dozen factory branches 
selling bicycle tires to dealers (also 
consumers) each under its: own com- 
pany name. Today throughout America 
the bicycle tire business is handled by 
department and chain store-mail order 
houses and sundry jobbers while the 
Hartford, Palmer, Morgan and Wright, 
etc. (household names of the early 
nineties), have passed from the pic- 
ture. History sometimes repeats itself 
and if we have learned anything from 
it I think it is that economic law works 
on the long run for the big as well as 
the little —E. H. Witxir, Philadelphia, 
Pa. 








Bonds Reflect Increasing 
Demand 


(Continued from page 507) 








improvement will soon begin. Thus 
far it must be admitted that proof is 
not evident. Up through the first week 
of August, carloadings reflect no gain 
whatever in traffic. During the next 
month or six weeks, this index will 
almost certainly prove a more reliable 
guide to the railroad prospect than will 
the movement of speculative rail bonds. 
In the new issues market there is 
encouragement in the ready manner in 
which investors have taken several 
utility issues. These are high grade 
mortgage bonds, however, and carry 
attractive coupon rates. Their success 
by no means indicates that the doors 
are open to new financing on any nor 
mal scale. The time apparently is still 
distant when railroad and industrial 
financing can be accomplished. 
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A Complete Financial Library | 


in 8 Volumes 


HESE are standard books published by THE MAGAZINE OF 
WALL STREET on modern security trading and investing. Writ- 
ten in a concise, easily understandable, manner they give you 
the result of years of research and successful market operation— 
the foremost tried and proven methods and the important funda- 
mental principles which you can apply to your individual needs. 


(No. 1) You and Your Broker 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 2) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 3) 


Explains the fundamental principles essential to profitable 
investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


How to Invest for Income and Profit 


How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE Macazine or WALL Street base their judg- 
ment in the selection of securities. 


(No. 4) 


(No.6 ) 


(No.5) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independent. 
Shows how to budget your income; to save; the kind of 
insurance most profitable, etc. 


Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


Cardinal Investment Principles upon. 
which Profits Depend 


Tells how to put your financial house in order—how to 
make. your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 8) The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


(No. 7) 


The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 
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